Mug BANKER, DECEMBER® 1943 


‘| DECEMBER: 1943 


.% 
oft 
I 


VOL. LXVITI 


Contents include : 
MUTUAL AID 


THE COMPOSITE COMBINE 


By Pror. HERMANN LEVY 


RECRUITMENT OF BANK STAFFS 
FROM A CORRESPONDENT 


TRACING NON-ENEMY INTEREST 
THE SCOTTISH CLEARING SYSTEM 
By C. J. SHIMMINS 


INSURANCE IN 1943: 
LIFE ASSURANCE IN 1943 
By K. A. Woop, F.I.A. 
FIRE ACCIDENT AND MARINE INSURANCE 
By A CORRESPONDENT 


NETHERLANDS WEST INDIES: 


A Financial and Economic Survey 


HUDDERSFIELD | 





Established aT 2 ‘e Reserves 
| £900,000 


HEAD OFFICE: BRITANNIA BUILDINGS, HUDDERSFIELD 
LONDON OFFICE: BRITANNIA HOUSE, 203 STRAND, W.C.2 











TUDEELUEOTOEAT OOO EROUOAUEORTEOUUEAOEOLEOOOOGESTEOEEOEEAOEOO HEA EOLEOUEGDSOUESUCOGCOGEOGACCEOCEAUCEOEOOUCODEGOOGABEOOCENUEREOGUEEOOEOUEOUUOGUOOUOEAENSOIOD; 


BLADES, EAST & BLADES, LTD. 


Established 1821 


CITY OFFICES: WORKS 
17 & 23 ABCHURCH LANE, LEONARD ST., FINSBURY 
LONDON, E.C.4 LONDON, E.C.2 
Telephones: MANsion House 4366 (10 lines). Telephones : CLErkenwell 1020 (10 lines). 
Telegrams : ** Identical, Cannon, London.” 
BANKERS’ CHEQUE PRINTERS. 
BANK NOTES, BONDS, BANKERS’ PROTECTIVE CHEQUES, 


CERTIFICATES, POSTAGE AND REVENUE STAMPS, 
ENGRAVERS AND FINE ART PRINTERS. 
COMPANY PROSPECTUSES. 

WHOLESALE AND EXPORT MANUFACTURING STATIONERS, 
LITHOGRAPHERS, ACCOUNT BOOK MAKERS, AND SEAL 
ENGRAVERS. 

PHOTOGRAVURE AND COLOUR PRINTING. 
PUBLIC COMPANY WORK, INCLUDING INSURANCE COMPANIES, 
BANKS, ETC., AND STATIONERY FOR MECHANISED BOOKKEEPING 
A SPECIALITY. 

TMM 


AUOGUUESUUUEAUNGUOUEALNOLOUENUESSOCEONUOGUUGOUUGOOEOTUGUOEOOUOEONOGOGSGGMENNUOGOCEOOUOOAUNONOEEODEOODURNOUCOOUENULSOGINONIZ2 


MVUOUAULUNUNAUUAMEDAAASONSEOUOS000 NO TUAUAUADAONONOEOSSOOOSOONSEOEDESEOOIOONUOUOUOOOODODOOSSIOSN009 500000 00000000800080; 





—— pe easeaagarte abe secieasaLtactares cee ceartacthataatne RE 
‘ BRADBURY, WILKINSON & CO, LTD. ; 
He 360 
ie DESIGNERS, ENGRAVERS & PRINTERS 

of 


BANK NOTES, ROSTAGE STAMPS, 

BONDS, SHARE WARRANTS, 

CERTIFICATES, CHEQUES, 
and 

ALI. DOCUMENTS OF SECURITY 


coo 
4g HEAD OFFICE & WORKS LONDON OFFICE (temporary address) 
NEW MALDEN, SURREY 20 COLEMAN STREET, E.C.2 
it ‘TELEPHONE: WIMBLEDON 2500-1-2 TELEPHONE : CLERKENWELL 7531-2 


yer ashie- ogee: Cseateas ut ec aectiats cts gc ctenecesceecas tra 


MEE 


PETERS TERESI FB 


= 


“ww 
wd 


ASVUOUUATUNUGGOQ04002300903000020000 00 NU00 NN NAUOOOOOGOOGOGOGOOOAEoSESe}esGeOOOoOoooodooeasuansanesseeenentseunauuueN 


eed 
she 
A 


SEE 


IAT 
><> 
a9 Ns 


ox 


ag 
x 


- 


RR 


4 


et 


1 tATY 
RRA 


Ae 
RH 


THE 


BANKER 








DECEMBER 1943. ~*No. 215 


Vo. LXVIII 








MR. D. R. SCHOLEY 


(Manager of Messrs. Guinness Mahon & Co. for some years, who has been 
admitted a partner). 








( xvi ) 
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MILNERS’ STEEL EQUIPMENT, which is designed to 
promote office and factory efficiency. When peace 
returns MILNERS’ organisation will be ready to resume 
its world-wide service, using past experience to ensure 


efficient designs for the future. 
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A. Banker’s Diary 


Mr. MontaGu NorMaw is to be re-elected as Governor of the Bank of England 

for the year from next spring. This will be Mr. Norman’s twenty-fifth term, 

and it is interesting to note that it will coincide both with the 

The 250th anniversary of the Bank’s foundation and with the 

Governor centenuiry of the Bank Charter Act. Mr. B. G. Catterns will 
continue as Deputy-Governor for his ninth year of office. 


THE recent conference of the United Nations’ Relief and Rehabilitation 
Administration (“ U.N.R.R.A.”’) répresents an important forward step in the 
discussion of post-war reconstruction. Broad estimates have 
he Finance been put forward of the volume of commodities which are likely 
of Post-War to be required for European relief, and figures have been 
Relief published of the proposed c ontributions of the leading countries. 
Out of quotas totalling £623 millions, the United States will 
contribute £375 millions, the United Kingdom {80 millions, Canada {22} 
millions, Australia {8 millions, New Zealand {2 millions, South Africa £3 
millions, India {8}? millions and Latin-America and Egypt together £1233 
millions. In general, these contributions seem to have been asse ssed as a direct 
proportion (about I per cent.) of national income, but it is stated that financing 
arrangements will be flexible. National income obviously cannot be more 
than a rough and ready criterion of ability to contribute to such things as a 
relief programme, which depends chiefly on a country’s margin over a minimum 
subsistence level. For countries with large populations very near the sub- 
sistence margin, such as India, the measuring-rod of gross national income 
would obviously be unfair. A great deal, too, depends on the methods by 
which the physical contributions are raised. If the quotas named are in each 
case to be spent entirely within the contributing country, the countries having 
a relative ly low price level will he making a greater real contribution than 
those whose national — have the effect of keeping domestic prices above 
the international level (at an equijibrium rate of exchange). 


THOUGH no announcement has been made on the subject, it is assumed that 
the recipient countries will be e xpb cted to pay for relief shipments where they 
are in a position,to do so. Experience after the last war 

Relief provides valuable guidance regarding some of the mistakes to 
Loans be avoided on this occasion. As the League of Nations points 
Again ? out in its very useful publication on “ Relief Deliveries and 
Relief Loans 1919-1923 ”’ (price 3s. 6d.) : ‘‘ If serious monetary 

trouble is to be avoided, countries must dispose of a certain stock of foreign 
exchange in order to meet a temporary passive ne in their international 
accounts. The sale of relief commodities for cash, if pushed too far, may 
involve the risk of unduly depleting such reserves ae of entailing currency 
depreciation.’ In round figures, it may be said that, after the last war, total 
deliveries through the various relief agencies amounted to nearly $1,800 
millions, of which rather less than $400 millions were gifts, $400 millions were 
paid for in gold or its equivalent, and the remainder—about $1,000 millions—by 
relief loans granted by the United States. Since hardly anything was paid 
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after the 1931 moratorium, however, the total payments on this relief debt 
amounted only to about $150 millions over a period of twelve years. Assuming 
an interest rate of 4} per cent., “it follows that the United States, though on 
paper selling for about $1,000 millions on credit, actually made a transaction 
equivalent to a cash sale of some 10 per cent., plus a gift of go per cent. of the 
total amount of relief. To the recipients, however, an outright gift made at 
the outset would have presented obvious and in some cases vital advantages 
over the relief loans on which there was ultimate default.”” For the United 
States, on the other hand, the involuntary gifts did not nece ssarily represent 
pure loss ; for the deliveries made to Europe helped to keep grain prices in 
the United States above the minimum levels guaranteed by the U.S. Treasury 
‘“‘and were thus of immense importance for “the prosperity of the American 
farmer, even though most of the relief credits proved valueless in the end.”’ 


On second or third thoughts, Sir John Anderson decided to defer to the obvious 
feeling in Parliament and agreed to extend the new system of Pay-as-you-go 
taxation to all Schedule E taxpayers. Though the illogical 
“Pay-as- distinction between salary earners above and below {600 per 
you-go’ annum is contained in the Bill—now the Income Tax (Em- 
Doubts  ployments) Bill—-the new system will be made general in 
next year’s Finance Bill. In agreeing to this change, un- 
fortunately, Sir John Anderson raised a fresh crop of anomalies by 
proposing to levy a supplementary assessment on all increases in Schedule |] 
income during the present year, including increases in salary granted 
in the normal course. This proposal was defended as the only fully 
effective safeguard against tax evasion. The Chancellor instanced the 
case of a one-man company, whose proprietor normally received {£2,000 
a year as dividend from his investment and another £2,000 a year as 
remuneration. If this year nothing were drawn as dividend but £4,000 
as salary, he would obtain a tax discharge in respect of £2,000 of income 
which should have remained taxable under Schedule D. So far as the proposed 
safeguard is concerned, it is obvious, first, that no such evasion can be involved 
where the taxpayer draws the whole of his income under Schedule E. Secondly, 
the amount of any evasion would be measured not by the excess of Schedule E 
income for the current year over that for last year, but by the reduction in 
1944/5 Schedule D income below what would have been the taxable level 
To tax all increases in Schedule E income, therefore, would not only be an 
injustice to the ordinary salary earner but would also be a wholly inefficient 
means of penalizing the evasion which it is sought to prevent. 


Now that the new system has actually been adopted by Parliament, employers 
are beginning to re alize that an enormous amount of additional work has been 
placed on their shoulders, and doubts have even been expressed 

New in the House of Lords whether the new system will in fact 
Rigidities be practicable. Certainly, nobody has yet suggested where 
any additional clerical labour that may be needed is to be 

found. A further series of problems will arise for consideration on that happy 

date in the more or less distant future when it becomes possible to consider 

reduction in the rate of tax, or an increase in allowances, which would call te 

a recasting of the tax tables. For reasons of secrecy, the new tables could 
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hardly be printed in advance. Unless special arrangements were made, 
therefore, deductions would be bound to continue at too high a rate until the 
new tables were ready. The solution of announcing changes in the income 
tax in a special budget some months before the end of the tax year would be 
open to the objection of encouraging evasion under sche dules other than 
Schedule E; while the alternative of making the reduced rate apply only 
from some date after the budget, such as June 30, would cause enormous 
complications in dealing with such things as dividends, unless this departure 
were limited to Schedule E. Before these problems arise, however, it may 
well be that the whole system of income tax will have been simplified by the 
radical method of combining income tax allowances with social security 
payments, as was suggested some months ago 


CONSIDERABLE interest was aroused by the recent relaxation of the exchang 

regulations, permitting a release of blocked sterling and greater freedom to 

non-residents in dealing with sterling secur ities, to which brie 

Release of Teference was made in our last issue. The accepted estimate 

Blocked of the amount of blocked sterling released is £6,000,000, which 

Sterling suggests that the amounts in question accumulate at the rate 

of about {1,500,000 a year. These sums are by no means 

trivial, and some quarters, remembering the reluctance with which the blocking 

was decided upon in the first place, have even gone so far as to speak of 

“the turn of the tide’”’ in exchange restrictions. In reality, the question of 
blocked sterling is quite distinct from that of exchange control in general. 

The blocked sterling arises from payments of a capital nature legally 
becoming due to non-residents after the institution of the exchange restrictions, 
while blocked accounts are the accounts of persons, British or foreign, who 
have ceased to be “‘ enemies ”’ in the technical sense and have not had their 
accounts re-designated for the purposes of the Regulations. Hitherto there has 
been a clear-cut division in the treatment accorded to foreign-owned capital 
and the income arising on it, the income alone having been remittable abroad, 
and then only to the owner’s country of residence. Henceforth, certain capital 
items may also be transferred. These include, inter alia, moncys arising from 
the repayment or maturity of securities, distributions under wills or settlements, 
the sale proceeds of real or personal property, the surrender value of insurance 
policies and withdrawals from building societies. Release is not being granted 
as of right, but subject to the scrutiny of the Control; ‘ permission will 
depend on the circumstances of each case.” 

It will be recalled that non-resident securities were at the beginning frozen 
completely. To avoid unnecessary hardship, however, permission was later 
given for switches within similar groups of securities, but with a prohibition 
on exchanges into mining or oil shi ares, no doubt for the reason that the latter 

e technically wasting assets and the return on them includes in theory a 
por tae on capital as well as income. In practice, the yield on such securities, 
having regard to the risks involved and to the fact that the capital element 
in the return is subjected to ‘‘ income ”’ tax, is seldom high enough to make a 
purchase of them an attractive means of transferring capital out of the country 
In consequence, the prohibition on investment in these particular groups of 
securities really served no useful purpose. A needless restriction is, therefore, 
removed by the recent relaxation, which permits non-residents to sell securities 
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in exchange for any other class of sterling security, provided the latter is not 
redeemable within ten years and is not restricted under the Regulations: 
that is, does not carry an option for payment as to capital or income in any 
of the specified currencies. 

in gencral, the impression is that the recent changes are designed to prevent 
cases of hardship where relatively small amounts of money are at stake and 
where the administrative labour involved in operating the former restrictions 
has been found not to be worth while As such, the concessions are to be 


LS 
welcomed, though there may be some British residents who would be inclined 
to question the high priority given to non-residents in the allocation of our 
limited available supply of dollars. 
DiscussinG the U.K.C.C. in a recent report, the Public Accounts Committee 
ints out that ‘‘ very large sums have now been issued to the Corporation 
and its subsidiaries out of moncy provided by Parliament ” 
U.K.C.C. and declines to admit that “‘ expenditure of the nature and 
Accountability magnitude now being incurred, wholly financed from public 
funds, should be entirely exempt from control and examina- 
tion on behalf of Parliament.’’ Without in any way reflecting on the admirable 


work that the Corporation has done, one must agree that the principle of 


Parliamentary supervision is wholly sound. In the past, the Corporation 
seems to hz njoyed a considerable measure of autonomy on the plea that 
it carrics out commercial transactions “as a principal.” The true principal 
is, of course, the Treasury, which must be prepared to meet any losses incurred. 

Under its present able management there is admittedly little danger in 


} 


practice of the Corporation taking unjustified risks with the taxpayer’s money. 
On the other hand, there may well be some temptation for it to go to the other 
extreme and use its monopoly position in some markets to “ charge what the 
traflic will bear,’’ and so make excessive profits on some deals—regardless of 
all other considerations—in order that the Corporation’s operations as a 
whole may remain financially self-supporting. In the interests of all parties, 
in any case, it is desirable that the financial realities should be reflected in 

appropriate form of Parliamentary supervision, and this has now been 
arranged. In future, the Comptroller and Auditor General will not only be 
furnished with copies of the audited accounts of the Corporation and its 
subsidiaries, but will also have access to their books, while representatives of 
the Corporation will appear before the P.A.C. to give any explanations required 
in connection with the Corporation’s vote of credit. 


ANOTHER statistical landmark was passed at the beginning of November, 
when the active note circulation rose for the first time above the £1,000 millions 
mark, the Bank return of November 3 showing notes in circula- 


Note tion at {1,005.1 millions. While this movement serves to call 
Circulation attention to the continued absorption of notes by the public, 
£1,000 it marks no change in the pace of the upward trend. Thanks 


Millions to the return of large notes from circulation, the circulation on 


November 10, at £1,010.9 millions, showed an increase of only 
{87.5 millions over the preceding Christmas peak, compared with an expansion 
of {111.5 millions over the corresponding period a year ago. Recent with- 
drawals have been almost exactly at the same rate as in 1942 
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It is interesting to note that the London clearing banks have taken no 
part in the recent withdrawals. On the contrary, the banks’ till money actually 
declined on balance from {149.4 millions to £145.0 millions between April and 
September, although deposits rose by {191.9 millions and total bank cash, 
according to the monthly statements, by {14.5 millions. It is even more 
striking to note that till money in September was less than a million pounds 
higher than in January 1941, although in the meantime deposits have risen 
by close on £1,000 millions and bank cash by over {110 millions. The fact 
that in January 1941 the heavy air raids on this country called for an 
abnormally large holding oy till money is no doubt the main explanation oi 
the subsequent sta bility it this item. On the other hand, the trend in recent 
months begins to sugg: ny a conscious attempt to economize in bank cash. 


THE most noteworthy feature of the October clearing bank figures was a further 
large addition of {90.5 millions to the banks’ combined T.D.R. holdings, 
raising this item to £1,135 millions, or only £23 millions short 
October of the investments total. It therefore seems virtually certain 
Clearing that Treasury deposit receipts will emerge as the largest 
Bank individual bank asset during the current month. In the case 
Returns of some banks, including the Midland, this position has, in 
fact, already been reached. 


Oct. 1942 


Oct. 1943 Month Yea on Oct. 1941 
fm. {m. £m. fm. 
Deposits Aa a 3,812.7 + 75.7 + 388.4 -+- 248.8 
Cash . re ‘ 394.0 : .6 + 43.9 + 21.9 
Call Money .. ia 151.4 + 3.3 - 15.3 + 4.2 
Discounts .. aa 151.0 - 27.9 — 89.6 f- 0.7 
T.D.R <2 ot 1,135.0 90.5 + 391.0 + 148.5 
Investments 1,153.1 - oO + 49.9 + 122.3 
Advances 739-9 + 6.6 — 33.1 — 50.2 


the increase in T.D.R. holdings was greater 


Once again, it will be seen, 
indeed, deposit receipts 


than the expansion in deposits. Since the end of June, 
show a cumulative rise of {276.5 millions, compared with an increase of only 
{182.3 millions in deposits. This is because deposit receipts have been sub- 
stituted for money market assets on a fair scale. Notwithstanding an increas 

of {200 millions in the tender Treasury bill issue (from £1,000 millions to £1,200 
millions) ) in the twelve months to the end of October, it will be seen from the 
table that the banks’ bill portfolios actually show a decline of {89.6 millions on 
Over this period, advances fell by only £33,1 millions, compared with 


the a r 
months, though on the other hand 


{50.2 millions in the preceding twelve 
additions to investment holdings have been less than £50 millions, against over 
£122 millions 

As in previous months, the expansion in deposits was somewhat larger 
than in the corresponding period of 1942. Whereas deposits in the first four 
months of the current financial year rose only by £86 millions, against 
{192 millions in April/July 1942, the cumulative increase since the end of 


July has been £185 millions, against £160 millions (though to the extent of 
{9 millions the greater apparent increase is accounted for by a rise in the 


cheques and balances item). 
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first sight, it is tempting to connect the somewhat more rapid pace of 

credit expansion in recent months with the decline in savings to which Lord 
Kindersley ci in a recent broadcast. Subscriptions in 

Decline the fourth campaign year are estimated at £1,928 millions, an 

in increase of (2 10 millions on the year. In recent months, 

Savings however, there has been little increase on 1942, despite the 

intervening increase in the national income. The holiday 
season being long past, it is suggested that war successes are leading to a 
relaxation instead of a stimulation of our efforts on the savings front. 

So far as the credit situation is concerned, it would seem that the trend 
of savings has not been responsible at all for the greater resort to finance 
through the banking system in recent months than in the corresponding 
period a year earlier. In the first quarter of the financial year, as will be 
seen from the table, savings were very much higher, and even in the second 
quarter a shade higher, than in 1942. 


(f millions) 









































| April June | July/Se ” mber October 
a ae / “ en —— _ 
1942 1943 til 1943 1942 1943 
| 
ee ee cae Pane eee . a Soon SESS) aS Ser 
N.S.C. is | 47.8 70.6 | 42.6 47.8 | c.9 13-5 
3%, Defence Bonds .. | 32.8 32.8 21.9 19.2 10.1 5.8 
Savings Accounts | 55.6 } 84.9 | 59-4 61.3 } 21.9 29.7* 
' 
sian iniminaani - 5 ee a] : 
Small Savings 136.2 188.4 } 123.9 128.3 49-7 49.0* 
= . |—— _ niseecesielsieas\ Scuichininieaitinini asp iiineno eantatilamial aia e 
}%, N.W. Bonds | 62 178.8 140.4 159.3 61.3 40.6 
5% Savings Bonds .. | 04.9 178.4 | 105.8 88.4 29.7 25.6 
———_— ja] - Se SS Ee Seer ae 
Large Savings oa | BSp-7 357-2 246.2 | 247-7 91.0 | 66.2 
eae ; _ a dal hed eG Saas ie ‘Sa a= 
lax Certificates +) zy | ey | ages 68.9 35.2 14.9 
T.D.R. 7 ia 95.0 | 2.5 169.0 189.0 | 33.5 95.5 
b : 
lotal of above oo | -@7G.4 | $75.3 | 634.6 | 633.9 248.4 228.6 
aa To all Seema, Pees J = be ae — 
. . ' z | 
Deficit for period .. | 740.7 857.6 690. 3 723.8 266.3 269.4 
* Approx. 


As between 1942 and 1943, it will be seen, the significant differences were, 
first, a much larger deficit during the first six months of the financial year, 
and, secondly, a very sharp decline in net subscriptions to tax certificates. In 
the seven months period April to October, tax certificates brought in on 
balance only £107 millions this year, against {221 millions. Even so, the tax 
certificate issue has risen far above the levels which seemed possible when this 
new method of borrowing was announced, the outstanding total at the end of 
October being only very slightly short of £600 millions. 


{nN a recent address to the London Liberal Federation, Mr. Arthur V. Barber, 
director of the Banking Information Service, stressed the vital importance of 
international trade to this country. We are in the position, he 

The Future Suggested, “ of an industrial city which in the past was also a 


of market town—a market town whose prosperity depended 
the City greatly on its commerce with and services to the country 
around.’ Mr. Barber showed how the London credit assists 


importers and exporters, and pointed out that such credits are not used only 
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for financing trade between individual parties. For example, such unusually 
large transactions as financing the export of Chilean nitrate during a season, 
requiring a credit of about £5,000,000, would be financed by a group of banks 
in the form of a syndicate credit. Whether this country will ever regain the 
pre-war level of earnings from foreign exchange and arbitrage dealings, Mr. 
Barber admitted, is doubtful, though ‘‘ we can rely on our banks and markets 
30 soon as controls permit, and if able to function freely,” to reinstate London 
as an international centre. In 1938, he pointed out, there were over 85 offices 
of foreign banks in our midst—more than in any other city—representing in 
all 27 countries and including 17 banks from the Dominions and colonies. 


The Composite Candie 


By Professor Hermann Levy 
teri latest phase of cartellization and trustification in Britain is charac- 





terized by the tendency for combines in the sphere of production to link up 

with combines in the sphere of distribution, wholesale or retail or both. 
For this process an apt term is still missing. We have become quite ac- 
customed to regard “ horizontal’’ and “ vertical’’ combination as familiar 
terms of the economic vocabulary. Both expressions, however, relate 
strictly to the sphere of industrial production. They denominate either a 
combination of industrial establishments producing the same commodities and 
associating horizontally, or a combination of establishments of a large size 
for the production of a commodity from the raw material up to the point when 
it has reached its final shape and has become ready for marketing. Another 
type of organization develops, however, where combination embraces manu- 
facturers, dealers and retailers alike—indeed where combination of the three 
or of two of them follows the commodity right into the shop. 

It is obvious that this sort of combination is no longer purely or even 
essentially “ industrial.’’ It should not be confounded with the attempt of 
industrial combines or dominant concerns to build up their own sales organiza- 
tions—a development which has long been familiar in the national as well 
in the international sphere. All such “ trade’’ organizations of national and 
international combines are almost exclusively devoted to the administration 
of the combine’s price policy and the allocation of its products to the trade 
channels as planned by the combine, the cartel or trust. They are definitely 
a part of the manufacturers’ organization and not of the distributive structure. 
Such specific ‘‘ trade’ organizations and trade agencies of cartels and trusts 
are not concerned with the retail side of the manufactured commodity ; they 
do not follow the merchandise into the shop. Indeed, it is only in modern days 
that the latter policy has become apparent and this in close connection with 
the development of concentration and combinations in the retail trade itself. 
{t is, therefore, obvious that this new type of combination is mostly concerned 
with consumers’ goods and more rarely with capital goods. The word “ com- 
posite ’’ is used by the Board of Trade in its guides to the Maximum Price 
Orders, which define ‘‘ composite businesses ’’ as those which “ carry on more 
than one of the functions of manufacturing, wholesaling and retailing.”” By 
analogy, it seems appropriate to describe combines which embrace more than 
one of the functions of manufacturing, wholesaling and retailing as ‘‘ composite 
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combines.’’* 


As one of the earliest attempts in that direction it may be recorded that 
the North English coal cartels a century ago, known in general as the New- 
castle Vend, had entrusted a group of factors in the London markets with the 
strict duty of supervising the price regulation of the cartel’s coal sales to the 
London Market; this association of factors was called the ‘ Coal Ring” 
and it was probably the first attempt ever known at a composite cartel organiza- 
tion. Publishers at an early date invaded the sphere of bookselling with the 
‘Net Book Agreement.’’ Publishers’ associations and booksellers’ associa- 
tions worked hand in hand to set up a machinery for the prevention of under- 
cutting the fixed prices of books. 

As with industrial combinations, two types of the composite combine have 
to be distinguished. On the one hand, dominating concerns with quasi- 
monopolist power in the industrial sphere may enter the trading field, or large 
combines in the retail trade may seek to build up their own production ; this 
is the trust type of the composite combine. The other type is that where 
cartels of producers enter into agreements with trade associations of.whole- 
salers or retailers, mostly with the latter ; this represents the composite cartel. 
The trust type of the composite combine is probably the rarer of the two. 
It is not altogether an easy matter even for very large and powerful retailers 
to enter in a quasi-monopolist way the sphere of production. Nor are the 
majority of industrial trusts in a position to affiliate to themselves retail 
outlets representing a large share of the entire retail turnover in the particular 
commodities. Yet trustification in the English tobacco trade was, from the 
beginning, linked up with the acquisition of important chains of retail shops. 
The Imperial Tobacco Co. controls Salmon and Gluckstein and A. I. Jones 
and Co. But one of the most outstanding examples of the composite trust is 
certainly the link which connects Unilever Ltd. with the grocery business. 
This body, itself a combination of Lever Brothers and the Margarine Union 
(a combination of a number of margarine manufacturers) concerns itself with 
the production and processing of a great variety of commodities, such as fats 
and oils. Thus, it both grows groundnuts and runs oil-crushing mills and 
cracking factories. It possesses fleets of trawlers and whalers, which garner 
the whale and the herring. It produces ice-cream and sausages, dried fruits 
and soap. And its latest acquisition, the taking over of Batchelor’s Peas 
leads it further into the grocery line. Through their holding in the Home and 
Colonial Stores, Unilevers have an influence on groceries sold by multipl 
concerns, and through Mac Fisheries another important outlet in the food 
trade ; for the latter concern has connections in trawling, fish preserving and 
oyster fisheries. Of course, composite trustification in this branch has been 
greatly assisted by the general movement of concentration in the grocery trade 
Mr. P. C. Hoffman, writing for the shop assistants’ union, has stated that 
thirteen multiple grocery firms, together with the Unilever group, have 9,000 
branch shops and employ 62,000 people 

But the more usual form of the composite combine is undoubtedly th: 
composite cartel. Such ‘combination of combinations’ presupposes th: 
existence of two or more separate associations, of manufacturers and traders 

*It is interesting to note that in a report published after this article was writien, the 
Potato Marketing Board suggests the formation of a ‘‘composite marketing board”’ to represent 


growers, distributors and consumers Che possibility is recognised of some divergence « 
interest between these groups within the proposed body. 
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respectively. It becomes a synthesis of both. This, of course, need not 
prevent a trust-like character from surviving to some extent. Trade associa- 
tions composed of manufacturers and traders may contain as members a 
nucleus of dominating concerns—even of composite trusts—who will more oi 
less rule policy and administration. Before the war, for instance, there were 
some oe confectionery manufacturers, of whom probably fewer than 150 
were makers of chocolate. The principal manufacturers belonged to the 
Manufacturing Confectioners’ Alliance, which provided the machinery for the 
discussion of trade matters among manufacturers and for negotiations with the 
wholesalers’ and retailers’ bodies. The five principal manufacturers, however, 
exercised a strong influence on manufacturing policy generally and were 
certainly in a position to use their authority as regards negotiations with the 
retail trade association. 

In the milk industry, the composite combine has developed in conjunction 
with the setting-up of the biggest producers’ cartel in the country, the Milk 
Marketing Board. The Board, before the war, fixed minimum retail prices, 
which were applicable to milk sold by producer-retailers as well as to milk 
sold through trade channels. The object was to afford protection against 
under-cutting to all distributors of milk. For that reason distributors, far 
from objecting to the inclusion of re-sale clauses in the contracts, have welcomed 
the principle. The Board is a party to all wholesale contracts, the terms of 
which are negotiated annually with the Central Milk Distributive Committee, 
a voluntary body which includes representatives of milk manufacturers and 
distributors. Among the latter the National Dairymen’s Association plays an 
important part. It proudly haere in one of its annual re poets : > “ WHO fixes 
the price you pay for milk ? The representatives of the N.D.A.” But dis- 
tributors in any district were allowed by agreement among themselves, and 
with the consent of the Board, to sell below the minimum prices. That the 
milk distributive trade is representative of a number of dominant concerns, 
including the cooperative chains, is well known. The monopolist organization 
of the English milk trade can therefore be well described as a typical composite 
combine with a strong trend towards concentration inside the “ cartel.” 

In the industrial sphere, the composite cartel has found a particularly 
successful career in the field of price-fixed branded articles. The Proprietary 


Articles Trade Association, formed as « _— as 1896, was apparently promoted 
with the object of protecting manufacturers as much as wholesalers and 


retailers against price-cutting. Its « organization has served as a pattern for 
later composite combines: probably, for instance, for the Grocers’ Pro- 
prietary Articles Council, which also includes manufacturers’ and distributors’ 
interests. The Proprietary Articles Trade Association is governed by an 
elected council with three sections—manufacturers, wholesalers and retailers— 
together with a smaller executive committee. The principal fe atures are 
price-maintenance of proprietary medicines, pharmace utical products, 
cosmetics, toilet articles and food products, through the application of ‘ Pro- 
tected Lists.” Retailers and wholesalers who sell below the prices fixed by the 
manufacturers and agreed by the Association have their supplies stopped 
From time to time a “‘ Stop List ’’ is published, containing the names of whole- 
salers and retailers from whom supplies are to be withhe Id 

Of late, however, this composite cartel has not been without competition. 
Whik pharmacists are most anxious to sell commodities which are hardly an 
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integral part of their business, such as toilet wares, cosmetics, ladies’ handbags, 
photographic utensils and even stationery, they very keenly object to having 
‘other vendors ’’ encroach on their own sale of patent medicines and drugs. 
They felt that, while the Proprietary Articles Trade Association was effective 
in enforcing price maintenance, something should also be done to discourage 
others from selling articles which the chemist regards as his “ legitimate ”’ 
domain. The National Pharmaceutical Union therefore promoted a new 
composite combine, which this time originated from the retailers’ side, the 
‘Chemists’ Friend Scheme,” aimed at preventing the retailing of certain 
proprietary articles by others than pharmacists. Producers of proprietary 
medicines are asked to limit their retail distribution to chemists. Their 
names and goods are then placed in the ‘‘ Chemists’ Friends ’”’ list and their 
products are given special prominence by the retailer members of the scheme. 
{t is reported that a considerable number of producers are members of the 
scheme limiting their sales to pharmacists. This is a notable example ; for it 
demonstrates how a composite combine, if it includes the most prominent 
manufacturers and retailers in a group of commodities, may become instru- 
mental in monopolizing the sale of these commodities for the benefit of certain 
types of retail establishment. The fight which has been going on for so long 
against the selling of all pharmaceutical articles by bazaars, grocers or depart- 
ment stores, without the pharmacists securing the statutory support they 
would like, has thus entered a new phase through purely private quasi- 
monopolist organization. This is aimed at achieving what has hitherto been 

denied by the pharmacy and medicine bills in Parliament. 

Very similar to the Proprietary Articles Trade Association is the composite 
cartel in the motor trade. The Motor Trade Association consists of manu- 
facturers and factors of motor vehicles and motor goods, sole concessionaires 
for foreign vehicles and retailers’ agents. It claims to include in its member- 
ship the bulk of the manufacturers and practically all reputable retailers in 
Great Britain and Northern Ireland. Prices are fixed individually by members, 
but the Association protects retail prices by a stop list. This is in four sections, 
covering respectively cars and spare parts, tyres, petrol and accessories. The 
position, so far, appears to be quite watertight. Yet it may well happen that 
the various sections of a composite organization are not altogether in full 
agreement. That can be gathered in this case by a study of the Memorandum 
submitted by the Motor Agents’ Association (the representative Association 
of the Motor Vehicle Retail and Repairing Trade) to the Board of Trade’s 
Retail Trade Committee in 1942. Although the Motor Trade Association’s 
retail membership comprises approximately the same number of establishments 
as that of the Motor Agents’ Association, the members being common to both, 
and although the latter fully endorses the policy of price-maintenance of the 
former, the Memorandum revealed a rather serious conflict within the composite 
combine. It speaks of the “ coercive influence of suppliers’’ on retailers. 
The complaint was apparently that manufacturers had increased the gross 
margins of retailers, there by attracting more retailers, which in turn meant a 
lower turnover per dealer, with the result that “‘ the retailers’ meé margin 
progressively declined.” 

It seems at first surprising that such conflicts may arise within, so to speak, 
the well-organized boundaries of a composite combination. But it should be 
remembered that the fixing of prices by an Association is one thing and the 
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mere maintenance of margins is another. English trade combinations have not 
yet in general attempted to fix prices. This function is left to the individual 
producer, often in agreement with the retail section of the association, which 
retains the task of maintaining the gross margin. For the Association to fix 
prices would probably necessitate also the fixing of quotas. As it is, while a 
retailer-member is prevented from price-cutting, manufacturer-members may 
well try to increase their own turnover by stimulating retail sales. ‘This may 
involve an endeavour on the part of manufacturers to attract more retail 
outlets for their produce by the offer of tempting margins. In this way, 
members of the composite trade associations may ultimately defeat the very 
object of the association, which consists in the more economic regulation of 
competition. 

There can be no doubt that the composite organization, as briefly described 
here, represents today the ambition of many trades as their “ target for 
tomorrow.”’ Such composite trade organizations embody, indeed, a far more 
comprehensive form of quasi- monopolist organization than anything seen 
before. It is not surprising that not long ago a trade journal gave lengthy 
space to a memorandum calling itself ‘‘ A Design for the Future,” and exhorting 
manufacturers, wholesalers and retailers in the leather goods trade to combine 
ina comprehensive way. The whole industry was to be persuaded to join the 
organization ; contact would be made with retail associations ; co-operation 
would be sought with other industries connected with the trade, such as 
manufacturers of linings, frames and fittings; ‘‘ no one must be allowed to 
trade except by licence ’’ ; a lead would be given to the trade in pricing goods ; 
education of employees and research would have its proper place in the com- 
posite organization ; and to crown the whole scheme it was proposed to draw 
labour interests into it by enforcing labour rates. 

It does not seem a very long way from the complete composite combine 
to the “‘ guild of the future.”” This, perhaps, is the most significant and the 
most intriguing feature of this latest type of cartellization and trustification. 
Yet there is a difference. The guilds were strictly sectionalized. The com- 
posite combination, on the other hand, stretches its scope into an almost 
indefinite sphere. It may begin with the manufacture of soap and end with the 
retailing of tinned peas—all this through the link of an interest in fats leading 
to participation in the grocery trade. But even remote inter-connections of 
this kind may be absent. If a big chemists offers stationery, or attaches 
to the sale of medicine a lending library, there may be no other commercial 
explanation than that its retail establishment has reached the dimensions of 
a department store, which would justify the sale of any article. It is through 
this diversity of activities that, in contrast to the well-defined industrial 
cartels, internal conflicts within composite combinations may arise, when 
some members resent fellow-members encroaching on what they would like to 
regard as their privileged domain. Conflicts may also arise when some 
members having dominant composite businesses try to impose their wishes on 
issociation-members who are only interested in sections of the composite 

sociation, and through this have different aims as re ‘gards prices and general 

ra ading policy. It is a matter of speculation how far in the future composite 
ers will attempt to meet these and other conflicts, and thereby close what 
may become important gaps in their present structure. 
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Mutual Aid 


HE extent of this country’s “ mutual aid” to its Allies—the amount of 

goods and services supplied by us on lend-lease terms—has been disclosed 

for the first time in a recent White Paper. Up to the end of June, it is 
shown, we had sent £179 millions of supplies to Russia, including nearly 
5,000 aeroplanes and without making any allowance for the cost of conveying 
these stores to Russia and of keeping the routes open. Goods and services 
supplied to the United States, in such forms as the building of barracks and 
airfields for the American Army, amounted, on a necessarily incomplet« 
estimate, to {216 millions. Altogether, about one-tenth of our total war 
expenditure—say {500 millions in round figures—is now devoted to mutual! aid 

Publication of such figures is welcome if they succeed in diffusing a bette: 
idea of the British war effort in Allied countries, and particularly, perhaps, 
in the United States. The danger is that they may convey the right idea fo: 
the wrong reasons and so help to sow the seeds of future mis sunders anding 
It is only too easy to fall into the trap of taking the amount of a country’s 
mutual aid as a measure of its general war effort. For the uninstructed there 
is a very strong temptation to compare what one country has passed on to its 
Allies with what it has received from them, to assume that the country which 
on balance has sent the greatest amount of goods overseas has made the 
larger contribution to the war—and perhaps to jump to the still more erroneous 
conclusion that it is on that account entitled to “‘ repayment ”’ in some form 
after the war. 

On a little reflection, the fallacy of such views is obvious enough. It is not 
only that the burden of war is to be measured in lives rather than money—an¢d 
as the White Paper points out, even so intangible an item as information and 
the fruits of research “‘ has cost more in blood and effort than most aid, sinc 
its value to the recipients lies in the fact that it is the fruit of battle experience.” 
The point is that even on a strictly economic accounting the obsolete financial 
approach gives quite absurd results. “‘ If the United States send us aircraft 
for British crews to fly from British airfields, that is reckoned as lend-leas« 
if they send such aircraft complete with Americ: an crews who fly them from 
the same field, that is not reckoned as lend-lease. No one would claim that 
the former was a greater contribution to the Allied cause than the latter 
In other words, the amount of mutual aid which a country gives is not 
measure of its war eflort, but only of a particular part of its effort—and it 1s 
he total etiort which counts. 

[t is such considerations, clearly, which led President Roosevelt to formulat 

1 his fifth quarterly lend-lease report the “ principle of equal sacrifice,” 
principle which oliers the only reasonable basis for a system of financi: 
accounting between Allies in total war, but which has never been officially 
idopted on either side of the Atlantic. The present White Paper pee 6 iy 
the same direction when it says: “ The claims of war against each (of t 
United Nations) is the same: that they should give all they have.’”’ On th 
economic side, all that any country has to throw into the war effort is th 
surplus of its resources over and above those needed to provide a reasonabl 
minimum of subsistence for its population.. This margin depends upon 
productivity in relation to consumption standards, and no comparison of thi 
relative war efforts of different countries is possible without international 
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agreement upon what constitutes a reasonable wartime standard of living in 

the different countries. In principle, at any rate, it is quite clear that a 
belligerent which has reduced consumption to the practicable minimum and 
thrown the remainder of its resources into the war has done all that can be 
expected. If it is able to man tanks and planes provided by other members of 
the United Nations—perhaps less fully mobilized—that fact can hardly place 
it under any financial obligation. 

Phat is the obvious justice and commonsense of the matter. Unfortunately, 
it has not been the governing principle in our financial arrangements to date. 
On the basis indicated, it would be difficult indeed to justify the deterioration 
which the war has brought in this country’s capital position. In addition to 

lying on lend-lease terms goods and services produced with our own 
ces, we have also, as everybody knows, paid outright for large quantities 
of goods gpd from overseas, and in many cases have agreed to carry the 
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financial burden of contributions to the war effort in some overseas countries, 
any as India. Thus in the United States, despite the aid of lend-lease, we 
have spent some £1,500 millions since the outbreak of war on supplies of all 


kinds ; while up to the middle of 1943 our payments to all other members 
of the United Nations in excess of sums received from them amounted to 
{2,250 millions. ‘‘ These sums measure the extent to which the United 
Kingdom has in this way burdened her future commerce by parting with 
gold and other capital assets and by incurring liabilities to other members of 
the United Nations.”’ 

The amount of mutual aid, then, is as such totally irrelevant in a com- 
parison of war efforts and in relation to any post-war settlement. Nevertheless, 
the publication of the British figures, as has been said, may help to produce a 
better understanding of our war effort in Allied countries. When the majority 
of Americans, as was shown by a recent survey, have been left in ignorance 
of the services that the United States is receiving as an offset to lend-lease, 
a few concrete facts may produce a far deeper impression than any amount of 
appeal to abstract principles. And it must surely be acknowledged that the 
amount of our reciprocal aid is by no means trivial. Any comparison of 
Britis 1 and American mutual aid, of course, necessarily involves the choice of 
a rate for the conversion of dollar e xpe nditure into sterling. Here the White 
“ gives a useful pointer. Price levels in the United States of the labour 
ind materials most in question are, it is pointed out, substantially higher than 
ours. In fact, ‘“‘ American book costs probably exceed similar British costs 
by more than 50 per cent.” For this particular purpose, in other words, a 
conversion rate of six or seven dollars to the pound is more appropriate than 
the official rate of $4.034. (The question of an equilibrium rate in normal 
trading to take account of this country’s loss of invisible exports, is, of course, 
a very different matter.) 

Up to the end of June, the amount of goods (as distinct from services) 
eceived by this country from the United States were valued at just over 
$4,000 millions. Assuming a rate of $7 to the pound, this represents about 
£570 millions, compared with reciprocal aid from this country of £174 millions. 
In making this comparison, it must be remembered, first, that our own figures 
for reasons outlined in the extract from the White Paper given later, are 
much less complete and cover on the average a period of only a year, and, 
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secondly, that the United States has nearly three times the population and 
perhaps four or five times the resources and productivity of this country. 
All things considered, therefore, we have nothing to be ashamed of even in 
this particular sector of war production. Indeed, on a per capita basis Britain’s 
reciprocal aid may now be somewhat the greater. That fact may have little 
significance on a rational comparison of the respective financial contributions 
of the two countries ; but it is at least calculated to shake some deeply en- 
trenched misconceptions on the other side of the Atlantic. 

Some of the salient points from the White Paper are summarized below : 


Pooling of Resources 

His Majesty’s Government in the United Kingdom have recognized how greatly 
mutual aid assists the efficient prosecution of the war and good relations between 
comrades-in-arms. The principle of the transfer of goods and services without charge 
or calculation is a necessary part of the efficient planning of the war from the point of 
view of strategy and the economical use of man-power and shipping. It is, therefore, 
the policy of His Majesty’s Government to apply that principle themselves wherever 
possible, not only to the United States, but also to other allies. 

This is the first detailed statement that His Majesty’s Government have published 
on the contribution they are making to mutual aid. It is a large and growing contribution 
and this record of it marks a development of the great principle initiated by the President 
and the Congress of the United States, of whose lead in the matter His Majesty’s Govern- 
ment are profoundly sensible. 


Raw Materials Now Included 

By common agreement, raw materials and bulk supplies of foodstuffs (as distinct 
from rations for United States Forces) were at first excluded from the Agreement, since 
the dollar receipts from United States purchases were needed to meet our heavy liabilities 
on pre-lend-lease armament contracts in the United States, which were not covered by 
lend-lease. But now that those contracts are largely fulfilled, and in furtherance of the 
general pooling of resources, His Majesty’s Government have decided to extend reciprocal 
aid to raw materials and foodstufis purchased by the Government of the United States 
from-the United Kingdom and the Colonial Empire which would thus be made available 
on terms analogous to lend-lease. (It is not yet possible to make an estimate of the 
value of such supplies.) In addition, His Majesty’s Government in the United Kingdom 
will defray the cost of British shipping services for these materials from all parts of the 
British Commonwealth. Thus a very wide range of additional products and service: 
is brought into the scope of reciprocal aid which is not yet reflected in the statistics given 


below. 


Empire Contributions 

The cost of reciprocal aid in the Colonies has been entirely borne hitherto by the 
Government of the United Kingdom. His Majesty’s Government in the United Kingdom 
are, of course, not responsible for reciprocal aid as between the Dominions and the 
United States. The Australian and New Zealand Governments signed reciprocal aid 
agreements on September 3, 1942, simultaneously with our own, and have given reciprocal 
aid at their own expense on a scale which is large in proportion to their resources. The 
South African Government is giving reciprocal aid without any formal agreement ; 
and the same is true of the Government of India, who bear the cost of reciprocal aid 


given to the United States Forces in India. 


Difficulties of Comparison 

The goods and services which we furnish to the United States under reciprocal aid 
are largely different in kind from what we ourselves receive under lend-lease. The aid 
we receive from the United States under lend-lease can for the most part be measured 
in terms of large contracts. Our needs for armaments, foodstuffs, raw materials, etc., 
are brought together in London, and, in so far as they need to be met from the United 
States, are presented in bulk to the United States Government in Washington. The 


stores are procured and transferred to us in bulk. All the items go through a regular 
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process of requisitioning before they are supplied. Thus there is no great difficulty in 
listing and evaluating what is supplied to us. 

In contrast, our reciprocal aid to the United States is mainly the provision of services 
both great and small and of a wide variety of items transferred in the daily intercourse 
of the war effort. It is a decentralized and flexible system designed to meet the needs 
of armed forces at war in many scattered countries. Where supplies are issued in bulk 
from some central depot in the United Kingdom it would be possible to make a rough 
estimate of the value of materials transferred, though there is neither the time nor the 
manpower to evaluate each separate item. In other cases the depot may be thousands 
of miles away from headquarters, and no information could reach here for many months. 
There are also transfers in the field which may or may not be noted, according to the 
exigencies of battle. Therefore, at no particular point in time can we say that reciprocal 
aid amounts to so much, or specify all the items which have been supplied or all the 
services rendered to the United States Forces. 


Information and Research 


One of the earliest and most important forms of aid which we have given to the 
United States is the steady flow of information and the fruits of research and practice 
which we have supplied since the earliest days of the war. This is not a service which 
can be valued in money, but it has cost more in blood and effort than most aid, since its 
value to the recipients lies in the fact that it is the fruit of battle experience. We have 
passed on at once all we have learned of the strong and weak points of the enemy’s tactics 
and weapons, and of our own; all our establishments, our experiments and our tests in 
battle have been open to American experts to watch and learn. While the United States 
were not yet at war, and later, before they were actually fighting against the German 
forces, we tried out their prototypes and models in actual combat. These trials helped 
in the development of the Sherman tank and the Flying Fortress, among others. The value 
of this cannot be assessed in figures ; it is enough to say that the lives which it cost tc 
gain this knowledge have saved American as well as British lives. 


Services to United States 


In view of the great extent of American production of weapons of war by the time 
American Forces began to reach the battle fronts on any large scale, reciprocal aid has 
not taken the form of large assignments of ships, planes, guns or other weapons to the 
United States. Such of these as we could spare from our own production and stocks 
were made available to the rest of the Empire, to the U.S.S.R., to the French, and to the 
forces of other allied Governments working from London. Most of our reciprocal aid 
to the United States has, therefore, been “ servicing.’’ It has taken the form of providing 
transportation, accommodation, airfields, facilities, and local supplies, to American 
Forces in the British Isles and the Colonies. 

Besides materials and services for which His Majesty’s Government in the United 
Kingdom is responsible under the Mutual Aid Agreement with the United States, we 
supply as reciprocal aid a large number of shipping services. Ships are put at the disposal 
of the United States; troops and stores are carried on British ships; disbursements 
of United States ships are met in British and Colonial ports; bunker oil from British 
sources is supplied in these and other ports. 

Within this country and in the British Colonies all transportation costs of the United 
States Forces are met under reciprocal aid. Apart from this, many hundreds of thousands 
of American troops have been carried to these islands and to overseas theatres of war by 
sritish troop transports. American naval and merchant vessels engaged on these 
operations, or operating European, Mediterranean and African waters for other reasons 
have also been supplied free, as reciprocal aid, with the harbour and repair facilities, 
fuel, stores, food, etc., which they required, in so far as we possessed bases and stocks 
suitable for the purpose. 

In the British Isles, and in British Colonies and Protectorates overseas, we have 
made available sites and building materials, and constructed airfields, barracks, repair 
shops, vehicle assembly depots, hospitals, etc., for the accommodation and use of the 
growing American air and ground forces ; we have handed over existing capital installa- 
tions, adapting them where necessary ; and we have assumed the cost of keeping them 
supplied with light, heat, water, telephone and other services. We also provide § 
reciprocal aid various foodstuffs, in so far as they are available from local production or 


‘ 








104 





THE BANK ER 





stocks, and can more conveniently be provided locally than imported specially by the 
American Forces from the United States. 

Apart from the direct requirements of the United States Forces, we have furnished 
freely as reciprocal aid amenities for the serving man; such as premises for American 
Red Cross Clubs; many N.A.A.F.I. canteens: equipment for the American Red Cross 
and the Special Services Branch of the American Army, and many other services and 


supplies which were needed for similar purposes. According to a recent American 
estimate, over 80 per cent. of the current stocks of American Army Post Exchanges in 
this country are being received as reciprocal aid . Another American estimate is that 


ilmost 90 per cent. of American army medical supplies in this country are being received 
4s reciprocal aid. In addition, hospitals, some specially built and others, including a large 
number of civil and military hospitals, turned over as they stood, have been provided, 
together with ambulance trains. 
Amount of Mutual Aid to U.S.A. 
fi) Capital Instaliations in the United Kingdom 

The total programme which is in course of being carried out is estimated to cost more 
than £150,000,000, The estimated value of work done by June 30, 1943, was as follows: 

£ millions 


Barracks, hospitals, etc. oT es se 31 
Au ports e° ee e* ee eo. ee 55 
Aircraft repairs depot, etc. .. $s ei ee o. oN 5 
Others -_ ws ws es a w6 o6 ee I 

92 


(ii) Goods and Services transferred in the United Kingdom 


£ millions 
Military stores, including equipment and clothing 


i 21 
Food and other Army supplies ~ — es ea 7 10 
Aircraft and aeronautical equipment o. ee es os 20 
Industrial, naval and goods Ka bi — a te 13 
Miscellaneous services oe <i es “a ifs kin 13 

82 


ili) Shipping Services 


£ millions 


Freight services - ‘a ee ii we = a 36 
Disbursements including Bunkers a - ie 6 
42 


The above figures relate only to transfers and services in the United Kingdom and 
shipments to the United States. They cover, on the average, a period of about one year. 
It was only from July 1942 onwards that reciprocal aid became appreciable. The figures 
relate only to items known to have been transferred and services known to have been 
rendered up to June 30, 1943. They do not cover all the aid actually furnished up to 
that date. It is impossible at present to furnish even approximate estimates for the 
total value of goods and services transferred in overseas theatres of war. They relate partly 
to transfers of war material and partly to a vast number of small items, mostly in North 
Africa. It is expected that it will be another two or three months before any estimate 
can be made even of major items such as tanks transferred in Tunisia. 

Aid to Russia 

War material has been furnished by the United Kingdom to Russia free of cost since 
Russia became engaged in the war with Germany. This was regularized in an Agreement 
signed on June 27, 1942. As an example of this mutual aid, it may be mentioned that 
by the end of May 1943 4,690 complete aircraft (including losses in transit) had been 
sent to Russia, with appropriate supplies of spares, including engines, airframes and 
other articles of equipment. We have opened up a route to carry these supplies across 
Persia, and have sent large quantities of materials by the sea route to North Russia, 
which has frequently involved a major, and indeed a very hazardous, naval operation. 
The following figures do not include the very large expenses incurred in conveying these 
stores to Kussia, and keeping open the routes: 
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£ millions 
Vehicles and tanks .. ma i si ss dia ag 93 
Guns, ammunition, etc. ss ars us ae — 16 
Aircraft and aeronautical equipment abs ae aa “hr 65 
Industrial materials and naval supplies .. de is me 5 
179 


Aid to Other Allies 

Our arrangements vary according to our allies’ needs and their resources. Holland, 
Belgium, Norway and Yugoslavia pay for all we give them. Certain other allies are 
supplied under credits, but the bulk of military supplies are made available free, only to be 
returned if they still exist and we want them after the war. In accordance with this 
principle, we are supplying the Armed Forces of Greece, Czechoslovakia and the French 
Committee of National Liberation without charge, and similar arrangements have been 
offered to Poland and Yugoslavia. Military supplies are also being furnished to Turkey 
free of cost. We have also in the past made available, on special credit terms, consider- 
ible civil and military supplies to other allies, notably the French and Turkey. These 
supplies, though not on lend-lease, represe nta corresponding call on British man-power, 
production and finance. We have also on loan to our allie s, a number of naval vessels. 

Arms, munitions and military equipment are being supplied free to Chinese Forces 
n China within the limitations of transport from India, which is at present very restricted. 

Most of our lend-lease arrangements with our allies other than the United States 
ind the U.S.S.R. are comparatively new, and the amount given under them is not yet 
large; earlier on, most of the assistance we gave was in the form of credits. Our credits 
to all our Allies, other than the United States and the U.S.S.R., up to December 31, 
1942, together with such lend-lease assistance as we gave before that date, amounted 
to about we 86,000,000. 


Summary and Comparison 

The part which the British Commonwealth has borne and is bearing in the field of 
mutual aid cannot be measured in terms of money. Indeed, financial sacrifice is not 
the most valuable part of what any of the United Nations is called upon to contribute 
to total war; for the claims of war against each are the same, that they should give all 
they have. Moreover, many even of the items catalogued above cannot be brought 
together and be stated in a definite money total. But this should not be allowed to lead 
to an underestimate of the size of the British financial contribution to the costs of the 
war all over the world. 

In order to indicate the order of magnitude of the external financial aid now accorded 
by the United Kingdom, the following comparisons may, perhaps, be helpful. In the 
President’s Report to the Congress of May 25, 1943, he gave figures to show that lend- 
lease expenditures up to that date made up 12 per cent. of America’s total war expenditure. 
[he proportion of British war expenditure currently devoted to mutual aid is 10 per cent. 
[hus there is a difference in the division of our respective contributions between our 
own direct effort and our assistance to our allies. But there is not so much difference 
as might have been supposed. This takes no account of the very large contribution to 
the external finance of the war made by the United IXingdom in cash expenditures abroad 
(ie. £2,250 millions). Such contribution apart, what we give to the United States as 
mutual aid in relation to our national income does not fall far short of what the United 
States give to us as lend-lease in relation to their national income. 


(In a message to Congress coinciding with the publication of our own White Paper, 
President Roosevelt confirmed the U.K. reciprocal aid figure at {216 millions and disclosed 
ilso that mutual aid to the United States from the Empire as a whole amounted to £292 
millions. The raw materials to be received free of payment, and shipped in British 
vessels, include rubber, chrome, asbestos, sisal, oils and chemicals. 

Up to the end of February, U.S. lend-lease aid to this country totalled $4,430 millions, 
including $801 millions of services. Aid to Russia, including $290 millions of services, 
amounted to $1,826 millions. Excluding services, goods transferred up to the end of 
June amounted to $4,032 millions in the case of the U.K. and $2,305 millions in the case 
of Russia. By the end of September, shipments of lend-lease goods to Russia had reached 
$3,287 millions, including more than 6,500 aeroplanes and 3,000 tanks). 
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Recruitment of Bank Staffs: An 
Inside View « 


From a Correspondent 


T is an open secret that the Bank Officers’ Guild and the Internal Guilds 

are hammering out ideas for the better staffing of banks after the war, and 

presumably the various general managements also are finding time to weigh 
the possibilities. There are two big problems ahead—the short-term one of 
the return of the soldier and the more difficult one of deciding what changes 
will be necessary in staffing methods in order to return to the best advantage 
the mechanical aids with which banking has somewhat belatedly endowed 
itself. 

As soon as war broke out, the various banks decided to refrain from taking 
any more employees on to the permanent staff—new entrants, male and female, 
were to be “‘ temporaries ’’ with no right to claim re-instatement should they 
later be called up for the Forces. There may be heavy casualties in the 
months to come, but it looks as if our losses will not be nearly as great as in 
the Four Years’ War, and it will accordingly not be surprising if many 
demobilized young men find that there is no place for them in the offices 
where they served their brief apprenticeship. Doubtless the flood of delayed 
retirements and a re-opening of some, at least, of the closed branches will 
ease the situation, but something more should be done for this class. That 
none of them may have a legal claim is not the beginning and the end ot 
the matter. They are precious national assets and must not be allowed to 
waste ; they are youngsters whom a war not of their making has robbed of a 
start in life. Detailed measures cannot be worked out until the fog of wai 
has lifted, but it is not too early to say that the banking community has some 
sort of duty to see that its doors shal! be flung as widely open as possible to 
those whose only fault has been that of belonging to a particular age-group 
If the goodwill is there, it should not be difficult for the clearing banks to 
agree on a co-operative scheme. This would probably give better results 
than independent action, because the incidence of casualties and other factors 
may not be even as between individual banks. 

Then there are the older men who were already clerking before September 
1939. Here there are two difficultics, depending on length of service. 
Those who are still “on the scale” will receive the salary they would have 
enjoyed had they not been called up, but what of those who are now beyond 
the scale years ? First there is the man, for instance, who joined in September 
1939, when two years short of his scale maximum. Had he stayed, he would 
have reached it, say, in January 1941, and then he might or might not have 
received efficiency increments in the three years 1942/4. Will he return, quit 
possibly with added domestic responsibilities, to find that his salary is the 
scale maximum and no more; and if there is to be some allowance for the 
over-scale years, on what basis is it to be made? The only way of tackling 
this dilemma is for the banks to arrive beforehand at some measure of rough 


* For an outside view see ‘“‘ Recruitment for Banking ’’ by a Schoolmaster, ‘‘The Banker, 


July, 1943. 
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justice after consultation with the staff organizations. 

The second difficult case is that of the man of about 40 who returns after 
some years’ absence. He, like all those over scale age, will be wondering 
whether he will be credited with any increments; but he will be worrying a 
little also at the thought that he is on the threshold of the time when mere 
clerks become something more. What will be his chances? He may have 
kept his armour bright, but his banking knowledge will have grown deplorably 
rusty. He, too, will have to be helped, and here it would seem that courses 
of brief refresher talks given in conjunction with the Institute of Bankers 
might come in particularly useful in order to even up his chances to those of 
his low-category contemporaries who were unfit for the Forces. 

It has been advisable to dwell at some length on this short-term problem 
because it was not dealt with wisely in 1919. The mistakes that were then 
made have left an irritating legacy of long-standing petty grievances which 
will only disappear with the retirement of the ag srieved. and this time the 
consequences of a similar mishandling might be conside ‘rably more serious. 

So much for settling back those who have returned. The decks are now 
cleared for consideration of the staffing changes which may be expected to 
follow from the changing methods of carrying out day-to-day operations 
Of course, there have been one or two marked changes alre ady —the junior 
passes through a machine school and spends some years tapping on keys, 
whereas his predecessor wrote figures and added by brain. Side by side with 
him, and often enough over him, he has large numbers of young women 
specifically recruited as machinists, and if he has been wise he will have 
recognised that they constitute a good reason for believing that when he 
gets older he will not find the higher rungs of the ladder as uncomfortably 
crowded as his father did in the bad old days. 

But though mechanization has resulted in the recruitment of a large 
number of women, it has exerted curiously little influence on the method oi 
recruiting men. Theoretically, the average ability of the youngsters brought 
in during the seven years before the war should ‘have been greater than the 
average of earlier years, for the taking on of women as machinists meant 
fewer male entrants and correspondingly greater opportunities for stafi 
departments to pick and choose. It is egy, “big to draw wide conclusions 
from individual experience, but the writer, after several winters as a lecturer 
in banking and some thirty years’ experience “‘ on the job,” feels fairly safe 
in saying that the standard of recruit has not risen notice ably. 

If there has been no improvement, one may ask the reason. Perhaps th 
task of “‘ spotting a winner ”’ is too difficult for staff cdetinte ? It is certainly 
impossible to spot one every time when candidates are only 17 or 18 years 
old, but everybody has met bank clerks of the period in question who could 
only have got into one of the big concerns through the application of rule . 
thumb methods of choice. School certificate, secondary school Ist XV, « 
not too difficult short test, and there we are with another clerk to whom the 
bank is financially committed for the rest of his days. If the supply exceeds 
the demand, the ‘‘ backing ”’ the candidate brings with him will be the decisive 
factor. 

Perhaps the banks are right to continue the old methods of selection ? 
Not every clerk can possibly become a manager, and it will therefore be wise 
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to take on a fair sample of all sorts. The qualities wanted in the man who 
goes no further than cashier or second clerk are different from those needed 
by an inspector, but they are just as much required in a properly run bank. 
This line of argument is still fre quently heard aa it has a good deal of validity ; 
but there is less to it than there used to be, because with mechanization a 
greater proportion « of the male recruits will have to undertake managerial 
duties. Some recognition of this necessity lies behind the gong insistence 
that every clerk shall sit for the examinations of the also, 
possibly, behind the decision to set up an advanced banking diploma for the 
really bright lads who wish to go further. 

How far will this orgy of examination-taking get us? Already before the 
war most clerks found that their first six to ten years of service were cluttered 
with evening classes, and the promise of a further diploma test merely told 
them that one more winter than before would see them hurrying to evening 

school. Now there is no doubt that all this has yielded valuable results. The 

technical skill of bank clerks generally is far higher than in the old days and, 
on the reasonable supposition that the clerks’ other qualities are no lower, 
the public gets better service. What is doubtful, however, is whether this 
kind of training can go on being applied to all and sundry. There are young 
men who thrive on examinations, who go on from trifling matters such as 
‘Part II’ to take commerce degrees and doctorates—and, if they do not 
take them too young, they are all the better bankers by doing so. But far 
behind this starry vanguard come the majority, shuffling through Part I 
(usually getting stuck with English), trying first the Neverfail Correspondence 
College and then the evening institute, and learning, quite wrongly, to regard 
the Institute as an unwelcome appanage of the banks. 

The full course of study is quite unsuited to these men, but there is no 
need to throw out the baby with the bath water. What requires to be done is 
to insist on all clerks sitting for a paper on banking law and practice of about 
Part II standard and for an elementary paper in foreign exchange arithmetic. 
As to the other subjects, if a youngster cannot write English when he comes 
into a bank, then there is something wrong with the system of selection or 
with our schools—in any case “it is too late now’’; and if he remains free 
of a half-baked knowledge of economics or accountancy, there is no harm done. 

Once it is recognised that there are two kinds of men on the staff, the way 
is clear to the next step, which is to choose potential managers from those 
who are able to master examination subjects. To do so is not to rate bookish- 
ness above gumption ; the latter will still be more than half the battle, but 
intelligent banking today calls for something besides presence of mind, 
courtesy and individual experience—it calls for a grasp of that collective ex- 
perience that can only be acquired by study, and it follows that only in the 
ranks of the students will the fully- -equipped man be found. 

And the man, having been found, must be looked after. Let as many 
clerks as possible have wide experience during their first fifteen years, but 
once that long apprenticeship is over enough ought to be known to permit of 
the advancement of the man who has directive ability. There should be as 
little delay as possible in pushing him on, for he ought to attain managerial 
status by the time he is forty. Nor must such a system be made an excuse 
for “‘ grading down”’ jobs. ‘‘ Schoolmaster ”’ described in the July number 
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of this journal how unattractive banking as an occupation was made to appear 
to his abler boys, and nothing can be done to make it otherwise unless they 
can be honestly told that the banks will make it worth while for the able man 
before he is close on his pension. Money, of course, is not everything. To 

many men the feeling of responsibility is much more valuable after a certain 
point; and if the best men get the best jobs the present somewhat narrow 

managers’ “‘ discretionary limits’’ of some banks might with advantage be 
considerably widened, for a customer soon learns to think lightly of a manager 
with closely restricted powers. 

No study of staffing today can omit the specialized Head Office jobs that 
modern banking has m; ade so numerous. Trus stee, Income Tax and Economic 
departments re quire very careful personnel study and particular care should 
be given to the Foreign Department. The recovery of our overseas markets 
onl connections is desperately important and we can no longer count on 
our pre-war prestige as a monetary centre. We do not know the extent of 
the restrictions under which we shall have to work, but we do know we shall 
have to be smarter than ever in order to secure business. A cursory study ot 
most banks’ foreign departments in 1938 would have revealed a laudably 
high level of specialized ability, a somewhat regrettable lack of all- round 
experience of overseas business, a dangerous ignorance among the Senki rs 
of what it was all about and a deplorably low number of men with satisfactory 
modern language knowledge. 

To remedy these faults Staff Departments should have sections skille 
in selecting the recruits most likely to do well in specialized departments 
The organization of the personnel administration service is in itself a very 
complicated matter, demanding separate treatment, but at least one or two 
things may be said briefly. First, if a Staff Department is to do a very difficult 
job successfully, its members must be chosen with care and, should they 
fail, be removed without hesitation. Links should be forged with the better- 
conducted public or secondary schools, full use being made of the strong side 
of any school. For example, there is one school in the North that has acquired 
an unchallenged supremacy in the teaching of French and German, and the 
bank that is alive to the importance of its Foreign Department will makc it 
its business to know of this school and establish friendly connections. A 
bank that prides itself on its Economic Department will similarly establish 
relations with a school that gives the kind of preparation that produces good 
statisticians and logical thinkers. 

The financial mechanism of Great Britain is perhaps as delicately geared 
as any in the world. In spite of this, during the past quarter of a century, 
Britain almost alone among the great nations has experienced no considerable 
bank failures. On the contrary, her banks have grown steadily in strength and 
in willingness to serve the community. Such a record could only have been 
ach ieved under a succession of intelligent managements and by the loyalty 
of thousands of unremembered subordinates. There is no reason to suppose 
that there is any diminution of either intelligence or loyalty today and the 
foregoing suggestions regarding staffing will be misunderstood unless they are 
recognised as being put forward with the sole design of strengthening a business 
community to whose traditions the public owes not a little of its general idea 


of efficient organization and fair dealing. 
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Life Assurance in 1943 
By K. A. Wood, FB.LA. 


INCE the end of the eighteenth century, life assurance has in the main 

been conducted on the basis that the premium will not vary during the 

currency of the contract. Asa result, and owing to the fact that the risk 
of death in a particular year increases with age, the premium payable during 
the earlier years of the policy must be more than sufficient to cover the im- 
mediate insurance risk, so that the office may have in hand a reserve against 
the time when the premium ceases to be adequate. In this way have accumu- 
lated the large funds held by the life offices, and it is for this reason that they 
are so necessary. Their existence imposes a considerable responsibility on 

the management of the offices, not only to secure the maximum investment 
yield, but also to ensure that, when capital payments have to be met, there 

has been the minimum of depreciation on realization of assets. 

it is one of the most difficult problems in life assurance to reconcile these 
conflicting aims and it is to the success achieved in the past that we owe the 
soundness of life assurance at the present time. It would have been possible 
and still is, to issue policies at rates of premium which assume that no interest 
will be carned in the future, and these rates would not be very different from 
the rates now charged for po ~ ies entitled to participate in profits. The 
interest earnings vould then have been available to meet unforeseen con- 
tingencies such as an increase in the number of claims following on a major 
war, and any balance not so set aside would have been available for distribution 
as profit. This is, in fact, very similar to what happens in practice with the 
participating part of the business. But instead of leaving the future to look 
after itself, it is customary to make some assumption as to what interest will 
be earned, and to include a specific loading in the premium to provide for 
profit 

There was thus usually a comfortable margin in the with-profit rates 
a en the premium required to secure payment of the sum assure d, which 
is the contractual liability, and the premium actually received. This margin 
will now be found very useful following the present re striction of new invest- 
ments to government stocks, the high rate of income tax and a future promise 
of controlled stock markets. It means, however, that the provision for profits 
has been bitten into and consequently the prospects of a return to the high 
rates of bonus of the twenty years before the war are extremely slight, quite 
apart from the effect of war deaths. In fact it is probably true to say that the 
reduced rates of bonus now being added to policies becoming claims, or in 
a few cases being declared as permanent additions to all policies, reflect for 
the most part the long-term view on the profit-earning power of the offices 
and only in a small way the uncertainty of the outlook. It is perhaps, not 
generally realized that there is a point at which any further reduction in the 
net interest income of an office would mean not just an absence of future 
bonuses, but an inability to meet existing liabilities, and it is only thanks 
to the prudent conduct of business in the past that this point is still far distant 
in the case of the English life offices. 

In the case of existing business issued without the right to profits, an 
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office has no remedy if circumstances make it unremunerative. It is customary 
in calculating the rates for this kind of business to increase the safety margins 
to compensate for the fact that there is no loading for bonuses which can be 
drawn on in an emergency. It is to be feared, however, that these safety 
margins have in very many cases been quite insufficient to cope with the 
very great changes which have occurred during the last fifteen years. In 
conse — in those offices where the with-profit policyholders are entitled 
to the profits from the whole of the life business, the bonuses have had to 
bear the loss. 

It is an obligation laid on life offices by statute to publish details of a valua- 
tion of their assets and liabilities at intervals of not more than five years, 
with the result that no office ending its year on December 31 (an almost 
universal practice) will have been able to avoid after the end of 1943 the 
difficult problem of a wartime valuation. With conditions completely chaotic 
at the end of 1939 and a complete inability to place any accurate value on 
stock exchange or other assets, the basis of valuations then made differed 
little if at all from pre-war bases. Now that things have settled down to what 
might be called a normal wartime existence, it is possible to see one factor 
fairly clearly—the future rate of interest which an office can earn on its 
investments. This will tend, with redemptions, conversions and defaults, 
to the rate available on new money, so that it is prudent in a valuation to leave 
some margin between the rate assumed and the current rate. For this reason, 
we see that in several cases a lower rate of interest has been used in wartime 
valuations than in the last peacetime valuation. This implies a strengthening 
of the basis, in the sense that each policy will be considered a greater liability ; 
but if the assets have not appreciated in value to the same extent, the margin 
in reserve is reduced. Part of the reason for the fall in the rate of interest on 
existing funds is undoubtedly appreciation, but a more important factor is 
the high rate of tax, which occasions an actual loss of interest income. The 
new basis of valuation will, therefore, probably be less strong than was the 
case in previous valuations, and the result will be that in future the profits 
earned will be on a lower scale and bonuses will be less than in the past. 

There are a number of publications issued annually setting out for each 
office tables of rates for the usual types of life policy. It would now be unwise 
to act on those tables without reference to the office chosen, as the tendency 
is to increase all rates, particularly for policies not entitled to share in profits. 
Many offices have done so already, some twice since the war started, and 
others are likely to follow suit. The necessity to increase with-profit rates 
is not so great, as the lower expected rates of bonus may roughly balance 
the effect of the fall in the rate of interest. But it may happen that in the 
new circumstances a different scale is called for, to avoid inequities between 
existing and new policyholders, some rates being increased and some reduced. 
That is a problem for each individual office to solve, having in mind all the 
time the need to meet competition 

A feature of the year which reflects the changing course of the war is the 
attitude to war risks in this country. In a number of cases the rates for a 
civilian have been halved, being ros. for without-profits policies and 5s. per cent. 
for with-profits policies for one year’s cover. Included in the category of 
civilians are Home Guards, members of fire service and civil defence workers. 
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There has also been one addition to the offices prepared to give cover to 
civilians without charge under policies entitled to profits. It is still debatable 
whether this type of contract is strictly equitable, but its practical value in 
attracting new business may well outweigh any theoretical objection, par- 
ticularly if claims do not materialize. It has in addition the great advant age 
that the office will in post-war years have on its books a greater proportion of 
with-profits policies than would have been the case if there had not been this 
favourable feature. 


Fire, Accident and Marine Insurance 
(By a Correspondent) 


HE insurance industry has in general every reason to be satisfied with 

the results for 1942. Company reports and accounts make it abundantly 

clear that the underwriting results were extremely good. The combined 
premium income of the fire, accident and marine de partmé nts of eighteen 
representative compe inies* was more than {10,460,000 higher at £129,521,000, 
while the overa ll underwriting profit at {11,683,262 (equivalent to 9 per cent 
of the premium income) showed an advance of {2,736,500 on 1941. After 
charging British and overseas taxation and sundry expenses carried to profit 
and loss, the net underwriting profit of these companies amounted to 
£4,440,200, or 3.4 per cent. of the premiums. It will be seen that after making 
further allocations (for such purposes as staff pensions, war emergency expenses 
and the writing down of investments or office property), the surplus remaining 
is very meagre. From the insurance shareholders’ point of view it is fortunate 
that the composite companies have for so long approximated the cost of th 
dividend payments to the net interest income, underwriting profits being 
drawn upon only to a very limited extent. 

The present high taxation does, of course, mean a slowing up of the rate 
of e xpansion of funds upon which any future increase in the rate of dividend 
or capitalization “y reserves must depend. Dealing with the effects of war- 
time taxation, for example, Mr. R. Y. Sketch, at the annual meeting of th 
Phoenix Assurance Company, said: ‘‘ The 161st year of our existence has 
been a successful one so far as profits are concerned, but by reason of the 
onerous taxation demands made upon us for war budgets we are but littk 
better off than before. The underwriting profits are £834,034, and our gross 
interest, dividends and rents £569,565. British taxation on profits and interest 
called for £800,000 from the profit and loss account. In addition to this, the 
revenue accounts had to provide £400,000 for Dominion and foreign taxation, 
and the life and sinking fund accounts, British income tax amounting to 


£240,000.” 





*The Companies in question are 
Alliance reneral Accident Phoenix 
Atlas Guardian Royal & Liverpool & London 
‘ & Globe 
Caledonian London Assurance & Globe 
c al U ; ’ pene Royal Exchange 
nn : I I naon « <ancashire ee ] f g 
omr sti 12 non onaon « ancasnlr ScottishUnion & National 
Eagle Star Northern Sun 


Employers’ Liability North British & Mercantile Yorkshire 
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The premium income during 1942 in the fire departments of our repre- 
sentative group of eighteen companies, at £46,040,380, was {1,041,830 higher 
than in the previous year. The underwriting profit advanced by £1,000,600 
to £4,436,500 and represe nted a profit ratio of 9.6 per cent. Much of the 
increase in fire premium income was due to rising values, but there is no doubt 
that a further acceleration in industrial activity also had a marked effect. 
Something like 60 per cent. of the fire premium income of the British offices 
is derived from business in the United States and Canada, and only about 
20 per cent. from business within the United Kingdom. Home fire business 
has produced many problems, arising from changing hazards in factories, 
war-time dispersal schemes and frequent revisions in cover, and the aggregate 
fire wastage in Great Britain is estimated to have been about 20 per cent 
higher than in the previous year. In general, fire business in North America 
showed improvement and the underwriting results were satisfactory. 

The bulk of the premium income in the accident and miscellaneous account 
of the offices is obtained from motor insurance and employers’ liability 
insurance. The combined accident premium income of the same group of 
companies amounted to £53,510,300, at which figure it was only £1,909,400 
short of the previous year’s total], while, after adjusting the reserve for unexpired 
risks, the underwriting surplus at {6,086,600 was as much as {2,032,000 
higher and represented a profit ratio of 11.4 per cent. From the end of July 
last year, all private motoring in this country ceased and the premium income 
was not only affected by the vast number of private cars which then ceased 
to be used, but from quite a heavy drop in rates, cars of private type which 
were kept in use being made subject to a war-time reduction of 20 per cent. 

On the other hand, premiums in the employers’ liability and workmen’s 
compensation sections, being based on the amount of wages paid, have increased 
with the intensification of industrial activity. This class of business proved 
profitable last year, both at home and overseas, and it is interesting to note 
that the rebate granted to employers, in accordance with the unde rtaking 
given by the Accident Offices’ Association respecting the limitation of charges, 
is again high. The certificate of the auditors shows that the ratio of losses 
to premiums for 1942 was 58.83 per cent., the insured employers thus being 
entitled to a rebate of 11.17 per cent., compared with 12.27 per cent. 
for 1941. Individual company results varied considerably, but a number of 
the offices produced the best accident- underwriting results for many years. 
A warning note was sounded by company chairmen against undue optimism. 
For instance, Mr. G. F. Hotblack, at the general meeting of the Atlas Assurance, 
remarked that whatever skill may continue to be brought to bear upon the 
conduct of the company’s accident business, it would be more reasonable 
to regard the result achieved in 1942 as being in the nature of an unusual 
highlight rather than as a standard to be attained in the future. 

A considerable expansion in marine premiums resulted from the high level 
attained by war risks premiums, the greater value of all ships and the higher 
rates for both hulls and cargo. Our representative group of companies netted 
marine premiums of {29,970,200 against {18,640,000 in 1941. Experience 
with the writing of war risks was influenced by the severe losses that followed 
the attack of Japan on the United States in December, 1941. The American 
losses have not yet been fully reflected in some of the annual accounts of the 
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companies. Claims cost was, however, much heavier in 1942 and the aggregate 
transfers to profit and Joss at £1,160,000 were £296,200 less than in 1941. 
The marine funds increased during the year by £3,304,900 to £27,517,300. 
An indication of the past year’s adverse experience is to be found in the 
marine account of the London and Lancashire, which company presents its 
marine account on the same basis as the fire and accident accounts, and, 
in consequence, shows the position up to date. Claims paid and outstanding 
absorbed 92.6 per cent. of the premiums, against 59.3 per cent. in 1941 and, 
ifter charging expenses, providing for taxation and adding {£197,564 to the 
marine fund, the year’s transactions resulted in a loss of £269,353, as com- 
pared with an underwriting profit in 1941 of £200,633. So far as the marine 
iccount of the London and Lancashire is concerned, the position has probably 
been fully liquidated, but it is to be expected that the 1943 accounts will, 
in general, reflect the unfortunate marine experience of the companies during 
the first half of 1942. The war hazard on the east and west coasts of America is, 
of course, now a much diminished factor. 


Tracing N on-Enemy Interest 


(By a Correspondent) 


N all the spate of reconstruction talk, nothing ambitious enough to qualify 
[:: a plan has yet been propounded to deal with the restitution of property 

‘acquired’ by the Axis powers in the countries they have occupied. 
[t would, nevertheless, be premature toassume that the responsible authorities 
are not studying the matter carefully. An earnest of their intentions may, 
perhaps, be found in a number of legal and administrative measures put into 
force in the past few months. These measures have received little or no 
publicity, and it is, therefore, proposed to give below an account of their 
main provisions and to discuss some of their important implications. 

In an article in THE BANKER of February 1943, entitled “ The Post-War 
Unscrambling,”’ it was suggested that the problem really had two aspects: 
(a) the tracking down of the loot and (}) prevention of its enjoyment by 
realization or the receipt of income. Since (a) must clearly wait upon the 
liberation of the occupied countries, the recent measures are inevitably more 
concerned with (b) and will result in an appreciable tightening-up of the 
existing regulations. 


I 


It will be recalled that under the terms of the Trading with the Enemy 

Act 1939 the expression “ enemy means, inter alia : 
(i) any individual resident in enemy territory ; 
(ii) any body of persons carrying on business in any place if, and so long 
as, the body is controlled by a pe rson who . . . is an enemy. 

The same Act defines ‘‘ enemy territory’ as ‘any area which is under the 

sovereignty of, or in the occupation of, a Power with whom His Majesty is 

at war.” The effect of these two definitions is to sweep into the net labelled 
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‘enemy ”’ all persons resident in the countries overrun by the Axis. To all 
such persons are applied the provisions of the Custodian Order, the chief of 
which are: (a) the surrender to the Custodian of Enemy Property of all 
money payable to or for the benefit of an enemy; (0) the reporting to the 
Custodian of details of all property held or managed for or on behi alf of enemies 
(c) a prohibition on dealings in any form with the property of an enemy, save 
with the consent of the Board of Trade. 

‘he invasion of the European continent by the Armies of the United 
Nations, and the withdrawal—sooner or later—of the German forces from a 
large number of European countries, mean that the residents of these countries 
would no longer be enemies for the purposes of the Trading with the Enemy 
Act and the Custodian Order. All forms of property, other than money (which 
would already have been paid over to the (¢ ‘ustodian), would thus become free. 
Ultimately, of course, the right to dispose of their property must be restored 
to their rightful allied holders. But, at this stage of the war, with the adminis- 
trative and financial machinery of the countries concerned in ruins, there is 
every incentive to maintain control over such property. This has been 
achieved by an amendment to the Defence (Trading with the Enemy) Regula- 
tions 1940 (S.R. & O. 1943, No. 1034). Regulation Six (I) runs as follows : 

““ Where after the coming into force of this Regulation any area ceases 

to be enemy territory as d« fine d by the principal Act. . . that area shall 
for the purposes of Sections Three A, four, five and seven of the principal 
Act (which relate to the control and winding up of businesses, negotiable 
instruments and choses in action, the transfer and allotment of securities, 
and the collection of enemy debts and custody and release of enemy 
property) and, save as expressly provided by any such order, for the 
purposes of any order made under the said section seven, be treated as 
if, until such time as the Board of Trade may by the order specify, there 
had been no such cessation.”’ 


il 


It should be common ground in all discussion of the problem of looted 
property in the enemy-occupied countries that no satisfactory solution is 
possible without the co-operation of all countries, neutrals as well as belligerents. 
Indeed, the participation of the former is absolute ly essential, if for no other 
reason than that a large part of the property is believed to have come to rest 
in thosé very countries. That this view is shared by our authorities is suggested 
by the arrangements recently announced for the collection and remittance of 
interest, dividends and capital repayments to Sweden and Switzerland. 

It is interesting to observe in the first place, as a matter of administrative 
technique, that the authority for the new arrangements would appear to be 
derived from Regulation Three F of the Defence (Finance) Regulations and 
not any provision of the Trading with the Enemy Act or the Orders connected 
therewith. Regulation Three F runs as follows : 

(1) The Treasury or a person acting on their behalf may impose such 
restrictions on the making of payments, and the doing of any other acts, 
by bankers in the course of their business as appear to the Treasury to 
be necessary or expedient for the purpose of securing the due enforcement 
of Regulations Three to Three E of these Regulations.” 
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The Regulations last-mentioned are those concerned with transfers of 
securities or the making of payments affecting non-residents of the Sterling 
Area. 

The new arrangements provide for a new form of declaration known as 
Declaration AB, which replaces the old Declarations A and B. The new 
Declaration, unlike the old ones, has been drafted entirely with an eye to the 
provisions of the Trading with the Enemy Act, no reference being made to 
non-residents, but only to non-enemies. It would, therefore, seem that 
although issued by the Bank of England as one of its series of Notices to 
Banks and Bankers (i.e. FE200), the document has been drafted by the Trading 
with the Enemy Department and not by the Foreign Exchange Control. 
Plausibility is lent to this assumption by the requirement that “‘ any derivation 
from the printed text of the Declaration must be referred to the Trading with 
the Enemy Department before the items concerned are dealt with in any way.” 
Furthermore, the instructions contained in FE 200 seem to one observer at 
least to lack the clarity and comprehensiveness that are the usual hall-marks 
of the Foreign Exchange Control Notices. 

The most striking feature of the new Declaration is that it is to be made, 
in most cases, not by the beneficial owner of the securities concerned, but by a 
responsible bank in Sweden or Switzerland, as a matter of personal knowledge 
or from full proof obtained and verified by them. The Declaration itself falls 
logically into three parts, covering (1) the non-enemy character of the present 
beneficiary, (2) the non-enemy character of any previous beneficiaries, dating 
back to September 2, 1939, and (3) in the case of bearer securities covering 
the history as from September 2, 1939, of the location or control of the 
securities 

This association of responsible banking institutions in neutral countries 
with the task of establishing the non-enemy character of securities is most 
welcome and should be extended to every country where there is reason t 
suspect the receipt of the stolen property. In two highly developed countries 
such as Switzerland and Sweden the bona fides of the leading banking institu- 
tions can be accepted without scruple. In some of the other neutral countries 
to which the new arrangements must in time be extended, there will be an 
understandable reluctance to entrust the local banks with these tasks. This 
is a difficulty which must be tackled courageously and without too nice a 
respect for national self-righteousness. Here the work done during the war 
by our Ministry of Economic Warfare and its counterpart in the U.S.A. in 
drawing up the Black Lists of suspected persons should be of considerablk 
assistance. In the course of their work, these bodies must have formed pretty 
shrewd ideas of the reliability, in each of the neutral countries, of the various 
financial institutions. This knowledge will prove of inestimable value in the 
selection of the agents of the new international control. 

We have earlier remarked on the shortcomings of the draftsmanship of the 
Notice to Banks and Bankers FE200, embodying the new arrangements. 
The Notice revealsa ‘‘ marvellous ignorance’’ of some at least of the subject 
matter with which it deals. In the first place, the foreign holder of the securities 
is deemed to be either a bank acting as agent for its customers or an individual. 
The procedure to be followed in both these cases is prescribed, but there is no 
clue as to what is to be done if the holder of the securities is a firm or limited 
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company. As many holders are in these categories it is to be hoped that 
some Official guidance will be speedily forthcoming 

Secondly, there is a most cumbersome innovation which requires that, 
for each interest or dividend payment, a supplementary declaration relating 
exclusively to the securities named in the original declaration and schedule must 
be received before the proceeds of collection are made available to the non- 
resident. Thus, where a U.K. bank holds securities for a Swiss bank, which 
in turn holds for a multitude of its own customers, a separate declaration 
and schedule in respect of each customer for each dividend or interest payment 
as and when these become due must be provided. This would seem to be 
altogether too much of a good thing. The same object could just as well 
be secured by requiring the foreign bank to satisfy itself as to the continuing 
character of the ownership of all securities without loading the U.K. bank 
with a mass of useless form-filling. 

The elimination of the old Declaration B (which hitherto had to accompany 
warrants, coupons and bonds sent to this country for collection) and its re- 
placement by the new Declaration AB would seem to have created a loophole 
in the Finance Regulations so far as bearer securities are concerned. It will be 
recalled that the Regulations in their present form impose a bilateral pattern 
on all transfers of sterling and sterling securities so that, generally speaking, 
such transfers may only ‘take place between residents of the same currency 
area or between such residents and persons resident in the Sterling Area 
[hus a holding of shares registered on bearer in, say, Courtaulds, can be trans- 
ferred from one U.S. resident to another, but not from a U.S. resident to a 
resident in, say, Argentina. So far as bearer securities located outside the 
U.K. were concerned, the restrictions on their transfer within the narrow limits 
allowed by the Regulations were safeguarded by the terms of Declaration B 
that the beneficial ownership had not at any time since July 18, 1940 (the 
date on which the Regulations most definitely assumed their bilateral character) 
been in any persons resident outside the country of residence of the then 
beneficial owner. Thus while a U.S. resident might transfer a sterling bearer 
security to an Argentine resident, the latter could not, after July 18, 1940, 
send the coupons here for collection since he was unable to comply with the 
terms of Declaration B. The new Declaration AB, however, requires solely 
an affirmation that since September 2, 1939, no enemy has had any interest in 
the securities. The result is that, for example, an Argentine resident owning 
bearer sterling securities located in Switzerland is now able to dispose of them 
to a person resident outside the Argentine, provided the transferee is not an 
enemy. Such a transferee would now be able to receive the proceeds of 
coupons sent here for collection. 


lil 


The efforts now being made to fashion effective weapons with which to 
tackle the problem of what one observer has called “‘ the systematic German 
plunder of Europe’ are altogether to be commended. We would, however, 
with all respect, submit that there would be no small gain in convenience and 
‘fficiency if those closely concerned with the application of the procedures 
worked out were brought into consultation, so that their knowledge and ex- 
perience could be fully exploited. 
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The Sacnstih Clearing ‘System 
By C. J. Shimmins 


ERTAIN fundamental changes were recently introduced in the clearing 

organization in Scottish banking. For an understanding of these 

changes, it is necessary to bear in mind the special features of this 
system, some of which are unique in banking. In London, the first Clearing 
House was established in 1775, but it was not until 1856 that the first Scottish 
Clearing House was established in Glasgow. Edinburgh followed four years 
later, and now every large town in which the eight Scottish banks are repre- 
sented has a clearing house. The principal clearing is in Edinburgh and is 
held in a commodious building facing St. Andrew Square. The building is 
owned by certain of the banks jointly, and it is also in this building that the 
note exchanges are held—at present every Friday afternoon. 

The provincial branches deal with the Scottish cheques they received from 
customers as follows :- 

(1) Cheques on a ev local Banks.—These were formerly cleared locally 
either through the clearing house, where one existed, or by direct presentation 
In towns where there was a cle: aring house the balances were settled by the 
debtor banks paying the settling bank (usually each bank acts in monthly 
rotation) by an exchange settlement draft drawn on the issuing bank’s principal 
Edinburgh office, in cases where the balances were £100 or more. If the amount 
of the balance was under {100, a local exchange voucher was issued to the 
settling bank, and this was cleared by that bank against the issuing bank on 
the following business day. The settling bank will issue exchange settlement 
drafts or local exchange vouchers to the creditor banks. The only change 
made. recently is that the minimum amount for the issue of an exchange 
settlement draft has been raised from {100 to £500. In places where there 
was no clearing house, the practice was to present the cheques drawn on the 
other local banks by messenger, usually be fore a stipulated hour. The balances 
were settled between the individual banks at the close of each day’s business 
by an exchange settlement draft on Edinburgh where the amount was £100 
or more, and if less an exchange voucher was issued and the amount carried 
forward to the next day. Under the recent changes, the minimum amount has 
been raised to £500, but in addition, in all towns where three or more bank: 
are represented, the clearing of cheques must be arranged for a fixed hour 
but not later than 12 noon, and each bank will in monthly rotation act as 
the settling bank. Thus, the — of provincial clearing houses has been 
extended to the smaller towns. In places where only two banks are repre- 
sented, only one daily collection of cheques is to be made, not later than 12 
noon, the method of settlement being the same as formerly, i.e. each bank 
will pay for the amount received by an exchange settlement draft or loca! 
exchange voucher, depending on the actual amount. 

(2) Chegues on other Scottish Towns, except Glasgow, where the Collecting 
Bank has an Office.—Formerly these were all sent to Edinburgh, as the Scottish: 
provincial clearing, and the principal Edinburgh offices redistributed the 
cheques to the branches in the towns where the cheques were payable. Under 
the new system, such cheques must now be cleared locally in the same manne 
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as discussed under the previous head. If the paying bank has not an office in 
that town, the cheques are forwarded to the principal Edinburgh office of the 
collecting bank to be cleared through the Edinburgh clearing house. In the 
same way, the collecting bank will receive through the local clearing house 
cheques on the branches of that bank, and these are forwarded to Edinburgh 
for redistribution to the branches drawn on. 

(3) Cheques on Glasgow.—If drawn on other banks, the cheques were 
formerly sent to the bank’s princ ip il Glasgow office to be cleared there, and 
now such cheques must be cleared locally wherever possible as in (2) above. 
If the cheques are drawn on the principal Glasgow office of the collecting bank 
these will be sent direct, but if drawn on another Glasgow branch of the 
collecting bank, such cheques must be sent to the principal Edinburgh office 
for distribution to the respective branches. The balance of the Glasgow 
clearing house is settled by means of an exchange settlement draft drawn on 
the principal Edinburgh office of the issuing bank where the balance exceeds 
{500, in the same manner as the provincial clearing houses. 

(4) Cheques on Towns where the Collecting Bank has not a Branch.—¥ormerly, 
such cheques were either cleared locally or sent to the bank’s principal 
Edinburgh office to be passed through the Edinburgh clearing house. Under 
the new regulations, such cheques must be cleared locally unless the paying 
bank has not a branch in that place, when the cheques would again be sent 
to Edinburgh for clearing there. 

Another innovation is that the practice of stamping all cheques with the 
clearing house stamp (which gave the date of clearing) bas been discontinued, 
except in the case of cheques negotiated for Irish banks, where the stamp 
of the clearing agent is required. All cheques must have the name of the 
collecting bank clearly impressed either on the front or back of the cheque 
When a cheque is being dishonoured for any reason, it must be returned 
without delay direct to the branch of the collecting bank, and a debit slip 
passed through the clearing house. Cheques and dividend warrants payable 
only at the London offices of the Scottish banks do not come within the scope 
of the new regulations. The large majority of dividend warrants drawn on 
the Scottish banks bear the clause omen they are payable at any office of the 
bank, including London office, and thes¢ would be treated as ch: ques on another 


local bank. 
THE EDINBURGH CLEARING HOUSE 


The final settlement of all the clearings throughout the country takes 
place in Edinburgh on Mondays and Thursdays, when the general settlement 
takes place. The exchange settlement drafts issued and received by the 
Glasgow and provincial branches are cleared in Edinburgh against ver issuing 
banks. The two senior banks, the Bank of Scotland and Roval Bank, act in 
monthly rotation as the settling bank, and daily (except Mondays aa Thurs 
days) the settling bank will receive from the debtor banks, and pay to the 
creditor | anks exc hange vouchers for the daily balance with interest at deposit 
receipt rate (presently 1 per cent.) added for one day and, in case of Saturdays, 
two days. On Mondays and Thursdays a balance sheet is drawn up of the 
balances due to or by each bank, and the method of settlement is unique in 
banking. It is based on the principle that the largest debtor bank pays the 
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largest creditor bank, and if there is still a balance available it is used to pay 
the second largest creditor bank. On the other hand, if the largest debtor 
bank does not pay off the whole sum due to the largest creditor bank, the 
next largest debtor bank is called on, and so on. The creditors are paid in 
order of amount by the debtors in the same order, until all balances are 
squared. The reason for this peculiar method of settlement is that, should 
any debtor bank or banks default in payment, the risk of loss or inconvenience 
to the settling bank is spread more equally over all the banks which were 
creditors of the defaulting banks. In modern times, such a risk is negligible. 
The settleme - is effected by the debtor bank authorizing its London office 
or correspondent to pay the London office or corre spondent of the creditor 
bank the balance due, four days after the date of settlement, and interest 
is added for four days (five days if the fourth day after the settlement is a 
Bank Holiday in England) at current deposit receipt rate. 

The new regt lations, which came into fcrce on July 5 last, have simplified 
und decentralized the clearing system, to the advantage of the staffs in the 
larger offices. No doubt, if conditions had been normal, a centralized c! learing 
house modelled on the English system would have been established. It is only 
right to record that many of the recent changes were the result of sug- 
gestions made by the staffs, individually and collectively, of the Scottish 
banks. 





International Banking Review 


Italy 
HE German occupation authorities are reported to have stopped the 
issue of Reichskredit-Kasse notes in Italy, and intend to withdraw those 
in circulation. The “ occupation mark” notes were issued during the 
early phases of the hostile penetration of German troops into Italy, but now 
the situation is considered to be sufficiently consolidated and arrangements 
have been made for supplying the German occupation authorities with lira 
notes of the Banca d'Italia. The exchange rate of ro lire to the reichsmark 
gives a cross rate through Switzerland of 100 lire to the £ which appears to 
compare favourably with the rate of 400 to the pound fixed for Italian territory 
under Allied occupation. In reality, Italians would prefer to exchange their 
lire for pounds at 400 than for reichsmarks at 10 to the re sichsmark. The 
black market rate for sterling in German-occupied territory is well in excess 
of the official Allied rate The Germans are fully aware that Italians prefer 
sterling. Their military authorities recently offered a reward for the recapture 
of escaped British prisoners of war. To make their offer more attractive they 
fixed the reward both in ste rling and in lire, the prize offered being 20,000 lire 
or £20 per head. The implied German estimate of the value of the lira is thus 
1,000 to the pound 

No details of the financial armistice terms fixed last month have yet 
transpired, but it is understood that they provide for no change in the present 

exchange rate for the lira. 


Belgian-Dutch Money Pact 


The Governments of the Netherlands and Belgium have concluded 
monetary pact fixing the exchange rate at the pre-war parity of 16.52 Belgian 
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francs to the florin or 6.053 florins per 100 francs. No change can be made 
without preliminary agreement between the two Governments. For every 
payment in the Netherlands or in Dutch colonies the Netherlands authorities 
place at the disposal of the Belgian authorities guilders at the official rate. 
For every payment in Belgium or the Congo the Belgian authorities place 
at the disposal of the Dutch authorities Belgian francs at the official exchange 
rate. If the debit balance is in excess of 30,250,000 florins or 500,000,000 
francs the creditor country charges interest at the official rate of exchange. 
If the debit balance reaches 60,500,000 florins or 1,000,000,000 francs the two 
Governments are to consult together with a view to putting an end to the 
disequilibrium. Should the agreement be discontinued, the final credit 
balance would be converted into 3 per cent. Treasury bonds of the debtor 
country. Nothing in the agreement is to impede the two Governments adhering 
to international currency pacts, but they pledge themselves to do so only 
jointly. Third countries may adhere to the present agreement subject to the 
approval of the two Governments. 

It is understood that the agreement was concluded with the approval of the 
British and United States Governments. Attempts have been made to 
represent this agreement as a more practical step towards an international 
currency plan than something on the more “‘grandiose”’ lines of the Keynes 
or White Plan. It should be recognized that in this sense the Belgo-Dutch 
pact is not a currency plan at all. No attempt at all is made to face up to the 
problems of adjustment by stating what kind of steps are to be taken when 
the balance on either side reaches the limit named. In addition, the provision 
that interest is to be charged to the debtor country suggests that the agreement 
would in fact be operated on the basis of the old deflationary gold standard 
mentality which in the past has characterized the participating countries, 
both of whom remained stubborn adherents of the Continental gold bloc 
long after it was apparent that their currencies were overvalued on this basis 
and that heavy unemployment was the result. 


Argentine Balances 

The balances of the Banco de la Nacion Argentina and the Banco de la 
Provincia de Buenos Ayres have been officially frozen in the United States 
and any transaction in excess of $25,000 has to be submitted for Federal 
licence. The obvious reason for this measure is to prevent the use of such 
balances for the benefit of the Axis. The measure does not cover all Argentine 
funds. In particular it does not cover the funds of the privately-owned 
Argentine banks or of the Banco Central—which has, in fact, just withdrawn 
its very substantial gold reserve from the United States. The amount involved 
is stated to be no less than Pesos 850 millions, or the equivalent of {50 millions, 
representing the counterpart of Argentina’s abnormal export surplus to the 
United States since the latter country entered the war. 

No similar measures are contemplated in respect of Argentina’s sterling 
balances, which it is estimated would have reached {£55 millions by the end 
of 1943 but for the recently announced repatriation of Argentine debt for a 
total of some £25 millions. These funds are, of course, already effectively 
frozen until after the war. Though the Argentine is protected against any 
depreciation in sterling by the equivalent of a gold clause, this does not provide 
for any actual conversion into gold. 
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Paraguay 

Paraguay has introduced a new currency unit, the “ guarani,’”’ which will 
replace the peso fuerte at the rate of I guarani per 100 pesos. The peso ceases 
to be legal tender on January 1, 1946, though it remains convertible into 
guarani at the central bank until the end of 1947, but meanwhile the 
Paraguayan central bank will issue notes and coins of the new denomination 
It will be seen that, as was the case with Brazil’s recent adoption of the cruzeiro, 
the new unit represents only a redefinition of the currency unit and not any 
actual change in exchange parity. 


‘ , 





Distinguished Service 
District Bank 

SQUADRON LEADER ANTHONY E. HILpITCH was on the staff of our Nantwich 
branch and is a son of our Market Drayton Manager. Before the war, he 
had been training at a week-end flying school in the Midlands, and on the 
outbreak of hostilities volunteered immediately for the R.A.F. He attained 
the rank of Acting Squadron Leader in April 1942 and in April 1943 was 
awarded the D.F.C. For nearly two years he was regularly employed on 
night bombing and in anti-submarine patrols, and amongst other successes 
made two determined attacks on U-boats. He has also flown many thousands 
of miles with Coastal Command on bombing raids and has served in the West 
Indies and in America. 

Fit.-Lreut. HAROLD RHODEN, who was on the staff of our Head Office 
prior to joining the R.A.F.V.R. in June 1940, has been posthumously awarded 
the D.F.C., the citation describing him as “a courageous and daring captain 
of aircraft who set an excellent example to his fellow pilots.”” In returning 
from a raid on Genoa in October 1942, the bomber which he was piloting 
crashed in France and all the crew are believed to have been killed. At the 
time of his death Fit.-Lieut. Rhoden was 23 years of age, and was shortly to 
have been married. 


Williams Deacon’s Bank Limited 

FLYING OFFICER ROBERT BERNARD Hope, D.F.C., R.A.F.V.R., was born 
in January 1912 and educated at Worksop College, Notts. At the time of his 
enlistment in the Royal Air Force he was on the staff of the Saint Ann Street 
branch, Manchester. He went to America to learn flying. Returning to 
England as a Pilot Officer, he joined Coastal Command. Later he joined 
3omber Command, carrying out a great many successful sorties over Germany 
and Italy, and was awarded the D.F.C. for his part in a raid on Berlin. His 
last raid was over Essen, when his aircraft was brought down and he and his 
crew lost their lives 

Lr.-CoL. WILLIAM EpwARD LAIDLAW was born in 1808, and is the manager 
of the Broomhill, Sheffield, branch of Williams Deacon’s Bank. In September 
1915 he enlisted in the Black Watch, and in May 1917 received a Commission 
and joined the B.E.F. in France. He saw service on the Somme, Bullecourt, 
Bapaume, and St. Quentin and was wounded in the Battle of Cambrai. In 
November 1919 he was retained on the active list of the T.A., being promoted 
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to the rank of Major in April 1930 and awarded the Territorial Officers’ Decora- 
tion in 1937. In September 1939 he went overseas with the B.E.F. to France, 
returning to England in May 1940. In April 1942 he was promoted Lieut.- 
Colonel in command of a L.A.A. Regiment R.A. 

FLIGHT-LT. RALPH EDWARD WALKER, born in 1920, joined the service of 
the bank at the Birchin Lane office in June 1937. In the following year he 
joined the R.A.F.V.R. and was called up on the outbreak of war. After serving 
as a sergeant-pilot and navigator, flying on many operations over enemy 
territory, he obtained his commission in August 1941 and in the same month 
was awarded the Distinguished Flying Medal. In June 1942 he left this 
country for the Middle East and, after spending three months in Malta on the 
way, served in the British North African Forces to the conclusion of that 


campaign. 





° 
Obituary 
The Late Sir Henry Strakosch, G.B.E. 

It is with great regret that one has to record the death of Sir Henry Strakosch 
on October 30 last. Sir Henry, who was 72 years of age, was chairman of 
the Union Corporation, Limited, and has been closely connected with South 
African industrial development, especially the gold-mining industry, since 
1895, being a director of several important gold-mining companies in South 
Africa. He was a noted authority on currency que stions, having advised the 
Government of the Union of South Africa on currency and banking reform 
in that country, and was, in fact, the author of the South African Currency 
and Banking Act, 1920. He also represented that Government at the Inter- 
national Finance Conference at Brussels in 1920, the Economic Conference in 
Genoa in 1922, the Imperial Conference in London in 1923, and at the 
Assemblies of the League of Nations from 1921-1924. In 1925, he was 
appointed a member of the Royal Commission on Indian Currency and Finance, 
visiting India for that purpose. From 1930-37 he was a me -mber of the Council 
of India, and, subsequent to its dissolution in 1937, was an adviser to the 
Secretary of State until his term of office ended in 1942. At the time of his 
death, he was acting as Honorary Financial Conaiioat to the Secretary of 
State for India. During his term of office, he was Delegate of India at the 
Imperial Economic Conference in yey in 1932, and at the Monetary and 
Economic Conference in London in 193 

Sir Henry was closely associated sth the League of } 
Committee from its inception in 1920 until his resignation in 1937, and was 
its first Chairman. As a member of that Committee, he was intimately con- 
nected with the financial reconstruction of the central banks of Austria, 
Hungary, Danzig, Estonia, Bulgaria and Greece, as well as with general 
economic and financial questions. He also wrote a number of treatises on 
currency questions, and contributed to discussions on these and other questions 


Nations Financial 


in the public press. 

Among his other activities, Sir Henry was a member of the Channel Tunnel 
Committee, 1929, and, for the past fourteen years, had been chairman of 
The Economist New spaper. He was a director of the Walton Heath Golf 
Club. He was also an Hon. LL.D. (Manchester University) and a Fellow of 
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the Institute of Bankers, The Royal Statistical Society and a Life-Fellow of 
the Royal Economic Society. In February 1940, Sir Henry was specially 
elected a member of the Atheneum Club under Rule II. Sir Henry was 
knighted in 1921 for his work in connection with currency and banking reform 
in South Africa, created a Knight Commander of the British Empire in 1924, 
and made a Knight Grand Cross of the British Empire in 1927 for his general 
public services. In 1941 he married Mrs. M. E. V. Temperley, of Juniper 
Hill, Lower Kingswood, Surrey. 


A ppointments and Retirements 
Barclays Bank (D., C. & O.}—Mr. D. F. Rigby has been appointed a 


general manager. 

The British Linen Bank—Hutchesontown, Glasgow Branch: Mr. A. W. 
Russell, agent, has retired and is succeeded by Mr. William Adam Paterson, 
teller at the branch. North Leith and Central Stai ition, Leith Branches: Mr. 
John Chalmers, agent at Leith branch, has been appointed to be agent also 
at North Leith and Central Station, Leith Branches, in room of Mr. A. W. L. 
Gregory, who retired. Mr. Richard Meikle Anderson, teller at North Leith 
Branch, has been authorized to sign official documents “ pro Agent ’’ at that 
branch. 


Guinness, Mahon & Co.—Mr. D. R. Scholey has been admitted a 
partner. In 1916 Mr. Scholey entered the Union Discount Company, resigning 
in 1920 to become associated with Guinness, Mahon and Co., of which concern 
he has for some time been manager. Mr. Scholey is a director of the 
Guinness, Mahon Executor and Trustee Co., the Atlas General and Industrial 
Development Trust, the Erin Trust, the Industrial Banking Corporation and 
the Orion Insurance Co. He served in the Royal Air Force in the last war. 
Lloyds Bank—Board of Directors: Lloyds Bank announce the death of 
Sir W. Guy Granet, G.B.E., who has been a director since 1927. Head Office— 
Chief Inspector's De partment: Mr. S. G. Bunster, a mechanization inspector, 
has retired. Bridgend: Mr. H. H. Davies, from Pontypridd, to be manager 
on bag approaching retirement of Mr. J. G. Tudor. Llandrindod Wells: Mr. 


F. V. Jones, from Bangor, to be manager. Merthyr Tydfil (also Dowlats) : Mr. 
W. C. Oxenham, M.M., from L landrindod Wells, to be manager on the retire- 


pod of Mr. J. Lewis. Pontypridd: Mr. J. E. Griffiths, from the inspection 
staff, to be sub-manager 

Martins Bank —Cheltenham Branch: Mr. H. A. G. Birchall has been ap- 
pointed acting manager of this branch in the absence of the manager on 
National Service. 

National Provincial Bank—Mr. Foster Gotch Robinson, a local director, 
has been appointed a director of the bank. 
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THE LONDON BANKER 


The squeaking of a quill pen . . . spluttering radiance of the 
newly-invented gas-light . .. the soft, heavy clink of gold 


coinage . . . from outside, the clatter of hooves on a cobbled 


street... an office of the London and Westminster Bank in the 1830's. 


THE tempo of business was slower, in an age which knew 
neither telephones nor typewriters—when the invitation to 
enjoy the ‘hospitality of the Manager’ was the normal conclusion 
to a successful transaction. These early days in the Bank’s hisiory 
now seem incredibly remote. Yet throughout the intervening 
years, which brought greater changes than did those of any pre- 
vious century, the policy of the Westminster Bank has marched 
with the times; it aims to provide a complete banking service, 


based on the highest traditions of integrity and fair dealing. 
S oS 


WESTMINSTER BANK LIMITED 
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OTTGMAN 


FINANCIAL 


A STRONG 


BANK 


POSITION 


MR. A. G. A. JAMIESON’S REVIEW 


HE Annual General Meeting of the 

Ottoman Bank (incorporated in Turkey 

as a limited liability company) was held 
m November 17 in London 


Mr. A. G. A. Jamieson, the Chairman, who 
presided, in the course of moving the adoption 
of the report and accounts, after referring to 
ustained by the deaths of Sir Herbert 

Com- 





the loss 
Lawrence, Chairman of the London 
inittee since 1924, and of Sir Guy Granet, a 
member of the Committee since 1920, said: 
The profit and loss account, which contains 
only the profits which can be made effectively 
available in sterling, shows an _ available 
balance for the year of £127,142. This, added 
to the amount brought forward, makes a total 
of £335,178, which will be carried forward, as 
in present circumstances the committee do not 
recommend the distribution of a dividend. 
On the liabilities side you will see that our 
deposits have continued to increase, and this 
upward trend, which amounted to £6,000,000, 
is likely to be maintained so long as abnormal 
conditions arising out of the war exert their 
influence. On the side our cash is 
sreater by nearly £2,000,000, while our money 
at call and notice is nearly {5,000,000 greater, 
On the other hand, bills receivable are less by 
Our investments are £570,000 
whole of this increase being 
our holdings of British 
So long as we con- 


assets 


£1,600,000, 
greater, the 
accounted for by 
Covernment securities 
tinue to hold these abnormal deposits we feel 
that they can only be employed in the most 
liquid form. 
TURKEY AS A NEUTRAL 

Although neutral, Turkey has suffered from 
the war, which has affected her whole economi 
life. Weather was again unfavourable to the 
crops, and lack of labour, owing to the large 


number of producers in the Forces, which have 
been mobilized since the outbreak of war in 





Europe, caused a shortage of agricultural 
products. The Government endeavoured, by 
trade agreements and other measures, to 


stabilize exchange rates and prices, but the 
decreasing volume of goods available and the 
increase in the note circulation, due largely to 
yreatly increased expenses of the Army, 
resulted in enhanced prices for the most 
essential commodities This tendency in- 
creased greatly after July, 1942, in which 
month the Government returned to the 
principle of a free market The index of 

which in 1941 stood at 222, 
1942. Owing to the demand 
ibroad for certain Turkish goods, the exchange 
position improved during the year, and the 
returns of the Central Bank of Turkey show 

increase in their holding of gold. 


wholesale prices, 
rose to 521 in 


Our branches throughout Turkey have taken 
an active part in the commercial life of the 


country, but their profits are not included in 
the figures before you, as, for the time being, 
it is impossible to convert them into sterling 


Our satisfactory relations with the Turkish 
Government continued unimpaired. 


EGYPT, IRAQ AND IRAN 


In Egypt some dislocation and disturbance 
occurred when, in the summer of 1942, the 
Axis forces got so near to Alexandria, but the 
alarm quickly subsided and the banks met 
without difficulty all the calls made upon them 
The cotton business was well maintained. To 
meet the wishes of the Government, the cotton 
crop in 1942 was reduced to about half that 
of 1941, in order to increase the output of 
other crops and reduce imports of foodstuffs. 
Cereals were good, as was the crop of sugar 
cane. Imports of commodities fell sharply 
during the year. The cost of living continued 
to rise, but on the whole there was general 
prosperity in the country. This was naturally 
reflected in largely increased bank deposits and 
reduced demands for advances. 


In [raq political and commercial events 
were largely governed by the war situation in 
North Africa, and, until the tide turned at 
kl Alamein, there was a constant feeling of 
nervousness. In Iran disbursements by the 
Allied Forces resulted in a relaxation of the 
formerly stringent exchange regulations. Ster- 
ling became obtainable without difficulty, and 
this permitted the settlement of certain long 
outstanding debts and contracts. As in Iraq, 
the note circulation showed a large increase, 
leading to high cost of living, hoarding and 
speculation, and crops were not satisfactory. 

PALESTINE AND CYPRUS 

The economic situation in Palestine con- 
tinued to develop favourably. Here again 
money was plentiful, owing to military ex- 
penditure, and this fact, combined with the 
shortage of goods, resulted in increases in the 
cost of living and in the price of land. The 
note circulation increased from £P.13,000,000 
to £P.24,000,000. The situation of the citrus 
trade remained unchanged, apart from the 
developmert of the production of juice con- 
centrates. The banks continued their advances 
to citrus growers, with Government guarantee 
and it is to be hoped that the recent improve- 
ment in the shipping position may prove of 
benefit to the citrus growers. 


In Cyprus business was on a reduced scale, 
as, here again, the military expenditure had 
led to a plenitude of money and lack of demand 
for financial facilities. Caroubs and raisins 
from Cyprus were exported to Egypt, Syria 
and Palestine, while Iraq and Egypt were 
buyers of Cyprus wines. 


The report and accounts were adoptéd. 
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NETHERLANDS WEST INDIES: 


A Financial and Economic Survey 














The Netherlands Empire in the West 
By A. Muhlenfeld 


(Director of the West Indies Division of the Netherlands Ministry for the Colonies) 


N the northern coast of South America and in the Caribbean Sea are 
(ii mainland and island territories known collectively as the Dutch 

West Indies. Compared with the Dutch East Indies, with their 70 to 
80 million people and great natural riches, the West Indies may seem insignifi- 
cant; but the population figure of only 300,000 gives little clue to their 
historical and national importance for us, or to their economic importance for 
the outside world. According to the Netherlands Kingdom Constitution of 
1922, the West Indies, consisting of Surinam (also known as Dutch Guiana) 
and Curacao, are not colonies, but two of the four parts of the Kingdom. 
They enjoy much autonomy: their internal affairs, legislation and budgets 
are in the hands of local governments and representative assemblies. H.M. 
Queen Wilhelmina announced in December 1942 that when Holland and the 
Netherlands East Indies are liberated she will call a conference in which 
representatives of the four territories will be consulted on constitutional 
reconstruction. Such a conference might well recommend the creation of a 
Commonwealth, in which there would be even more regional autonomy, while 
the four parts would share in controlling defence, foreign policy and inter- 
national economic relations. 

During the War our western territories, in spite of their small population, 
have been very important to the Allied cause. Surinam bauxite is within 
easy reach of the coast, so that big freighters can load up at the mines ; more- 
over, its excellent quality has made possible an increased output of aluminium 
and has called for increased production in the mines, of which one is Dutch 
and two are American. Between 1939 and 1942, production rose from 500,000 
to far more than a million tons. In future, new plants may be opened in the 
United States itself, but meanwhile our bauxite has strikingly expanded 
American aluminium production. Curacao has still greater war-time signifi- 
cance. Two of the world’s biggest oil refineries are situated there, supplying 
the British Navy, the R.A.F., and the British and Allied merchant marine. 
The refineries’ capacity is 600,000 barrels a day, and the value of oil products 
exported from Curacao and Aruba, a neighbouring island of the group, was 
between £40 millions and £50 millions a year before the war. The Curacao 
group also exports phosphate, aloes and other products, in war as in peace. 
But their chief importance to the United Nations consists in their first-class 
harbours and the oil, which combine to provide unique bunkering facilities. 
Before the war, the yearly tonnage of ships calling at Curacao and Aruba 
was even greater than that at the Port of London, and the strategic situation 
of this shipping centre near the Panama Canal obviously needs no emphasis. 

There is a great difference between the population of Surinam and that of 
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Curacao. About half of the population of Surinam consists of Asiatics (50,000 
British Indians, 35,000 Javanese, and some thousands of Chinese, Syrians 
and others); then there are about 75,000 Surinam-born people of Dutch, 
African, or mixed descent, commonly called Creoles; about 2,000 
people born in Holland or other parts of Europe; and finally about 17,000 
Bush Negroes and 3,000 American Indians living in the interior. Surinam 
law applies equally to citizens of different race, colour, religion or origin. 
Among officials of all ranks and among doctors, lawyers and teachers, there 
are all types, from pure Dutch to black or mixed Creoles, and Asiatics. Educa- 
tion has been compulsory since 1876 and there are many good schools ; some 
are administered by the Government, others by the Missions, but these are also 
financed by the Government. Besides elementary schools, there are several 
continuation and senior schools and a very good medical college. Graduates 
have often proceeded to successful careers as physicians in Holland or the 
East Indies. Public health is, in general, satisfactory. Leprosy and filariasis 
are still prevalent among the poorer classes of the capital, but both diseases 
receive serious attention. The mortality rate is from 11 to 12 per thousand, 
lower than anywhere else in the tropics, except for our own territory, Curacao. 
The birth-rate in Surinam is unusually high, at 30 per thousand. 

The population of Curacao, numbering about 110,000, consists of some 
thousands born in Europe, the United States of America, or the nearby 
Latin-American Republics ; some thousands descended from the early Dutch 
settlers and the Portuguese Jews, who took refuge there in the 17th century ; 
and, finally, people of African or mixed European and African origin, who 
form the bulk of the population. In the field of education and public health, 
conditions are at least as good as in Surinam, and in some respects better. 
In Curacao, for instance, the mortality is usually only about 10 per thousand, 
while diseases such as le prosy and malaria seldom occur. From an economic 
point of view, Curacao is much more flourishing than Surinam, because of its 
world harbour and big refineries. 

On the whole the population of both territories has been very devoted to the 
House of Orange and the Netherlands’ cause, and the reception given to H.R.H. 
Prince Bernhard on his tour in 1942 and to H.R.H. Princess Juliana, quite 
recently, was wildly enthusiastic. We may confidently expect that both 
Surinam and Curacao will, in due course, prove themselves valuable partners 
in a new Commonwealth, as they have been loyal constituent members of the 
Dutch Kingdom in the past. 


Curacao 


Introductory Note 
By J. H. SPROCKEL 
(President of the Curacao Legislative Council) 

URACAO, Aruba and Bonaire are not much more than three dots on the 

map of South America, lying near the northern coast of Venezuela. 

Curacao, the largest and principal island, is very little larger in extent 
than the Isle of Wight. Curacao and Aruba are of first importance on account 
of their large oil refineries, the Curagao Petroleum Industry Co., and the Lago 
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Oil and Transport Company, Ltd., of Aruba. The flag of the Netherlands has 
flown over these islands for more than three hundred years, with the exception 
of a short interval during the Napoleonic regime. During these years, the 
population of the three islands, Curacao, Aruba and Bonaire, has developed 
into a community with a character of its own, in which the Netherlands 
influence is distinctly perceptible in every direction. While Dutch is the 
official language, these islands possess one of their own, Papiamento, which is 
spoken nowhere else and shows Spanish, Dutch and English influence. 

Curacao owes its economic existence to its favourable situation and es- 
pecially to its splendid natural harbour. In peace-time it has many visitors, 
and as it is neither rich in minerals nor enjoys a sufficient rainfall for successful 
agriculture or stock-raising, trade has always been its chief means of subsistence. 
It may now be said to be in the heyday of its prosperity, which is based ex- 
clusively on the oil refineries, and the Government is fully alive to the difficulties 
which will face the country at the end of the war. At the head of this Govern- 
ment stands the young and energetic Dr. P. A. Kasteel, with a legislative 
council consisting of ten elected and five nominated members. 


The Finances of Curacao 
By H. I. FRANKE 


(Administrator of Finance and President of The Curacao Bank) 


Although Curacao’s commerce, industry and communications advanced 
steadily in the years preceding the second World War, creating much prosperity 
for the territory, the management of the budget has always taken into account 
the possibility of a sudden change in these favourable circumstances. Hence 
the policy followed with regard to Curacgao’s budget was characterized by 
great caution. Up to 1937, considerable amounts were paid to the Nether- 
lands, so that in this way the debt incurred in respect of the contributions 
made by the Mother Country towards former budget deficits was liquidated. 
Since 1936, substantial amounts have been deposited for a pension fund 
founded for Curacao government officials. Besides this reserve for the payment 
of future pensions, all capital expenditure, including that for works con- 
sidered capable of carrying interest and mecting obligations, was paid out of 
the ordinary revenue. Thus the future has not been encumbered with financial 
burdens. 

Annual contributions to the Netherlands budget were also begun in 1939, 
which contributions in the abnormal circumstances reached a total of almost 
3 million guilders in 1942. At the same time, a fund was introduced for the 
purpose of meeting expenditure directly resulting from the prevailing abnormal 
circumstances. In this fund an amount of one million guilders was reserved, 
which has remained intact to the present day. This prudence in budget 
management did not, however, prevent the expenditure of large amounts on 
measures in the interest of the population. Considerable amounts were 
granted for promoting and extending education; large sums were made 
available for the building and improvement of roads, airports and harbours, 
for the extension of waterworks, for telegraph and telephone service and as 
subsidy to airways. By the grant of loans, housing conditions were 
improved and agriculture, fishery and stock raising were furthered. The 
Motherland has been partially relieved of the cost of defence of the Territory 
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Since May 1940 the Netherlands, and therefore Curacao too, have been 
involved in the war. Budget expenditures, which in 1938 amounted to 
10 million guilders, attained the total of 17 million guilders in 1942 and will 
in all probability amount to 25 million guilders in 1943. 

The unit of the Curacao currency is the guilder. Though it is independent 
of the Netherlands guilder, before May 1940 its value was, in fact, kept as 
near as possible to that of the Netherlands guilder in the interest of the unity 
of the realm. When in 1936 the Netherlands guilder left the gold standard, 
the Curacgao guilder followed the Netherlands guilder in its devaluation. In 
accordance with a financial agreement with the British Government, the rate 
of exchange of the guilder against that of the pound sterling has been fixed 
at fl. 7.60 per pound sterling for the duration of the war. The rate of exchange 
against the American dollar has remained unchanged since May 1940 at 
fl. x 89} 

The Curacao Bank, which is the only bank of issue in the territory, is a 
Government bank. Its banknote circulation, which amounted to 8 million 
euilders before the Netherlands became involved in the war, has increased to 
21.5 million guilders, while the total of its demand liabilities has increased 
from 12.2 million guilders in April 1940 to 48.7 million guilders in April 1943. 
These liabilities were chiefly covered in April 1943 by 10 million guilders in 
gold, 14 million U.S. dollars and 1.5 million pound sterling. The expansion 
is, on the one hand, due to the decrease in commerce, and on the other hand 
to the impossibility of investing savings in foreign countries. 

The people’s savings, held at present either in banknotes or by local banks 
in the form of deposits, before the war flowed for the greater part into foreign 
countries in the form of investments in dollars or other hard currency. In- 
vestment in dollar securities is now forbidden and remittances to foreign 
countries have decreased considerably on account of foreign exchange restric- 
tions, in order to use the dollar exchange as much as possible to the advantage 
of the war effort. In this connection the fact should not be overlooked that 
in Curacao there are practically no investment possibilities. Moreover, the 
inhabitants consist for a great part of foreigners who, on account of the 
shortage of native labour and the lure of the oil refineries, have emigrated 
from the neighbouring North and South American countries. These foreigners 
prefer to invest their savings in the currency of their own country to which 
they intend to return some day. The ease of money, as sketched above, has 
nevertheless caused no alarming inflationary tendencies, for the reason that 
the Government has seen to the regulation of prices. 


Economic Development 
By Dr. J. H. VAN BOVEN 

(Head of the Bureau for Social and Economic Affairs) 
In consequence of the neutrality of Holland, the first World War brought 
better trade to Curacao and the other islands, but the most important event 
took place in 1916, when the first stone was laid of one of the largest Dutch 
oil refineries in the world, the Curacaosche Petroleum Industrie Maatschappij 
(C.P.I.M.). Work was commenced in this refinery in 1918, and in 1924 the 
haadia Lago Oil and Transport Company installed a similar refinery in 
Aruba. Oil produced in Venezuela, especially from the gulf of Maracaibo, 
was transported for the first time to Curacao and Aruba, and the growing 
importance of this product became the basis of the future economic destiny 
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of the Netherlands West Indies. In Curacao no less than about 25,000 people 
depend on the C.P.I.M.—about 36 per cent. of the population. In Aruba, 
the percentage of those dependent on the Lago Oil and Transport Company 
is even higher, reaching 18,000 persons, or more than 55 per cent. of the 
population. 

All other industries on the islands live only in the shadow of the great 
oil industries. They consist mainly of : a phosphate mine, 24 machine shops, 
an electric factory, three ice factories and 15 auto repair shops. 

The cost of living in Curacao and Aruba is very high, even higher than in 
the U.S.A., owing to the necessity of importing foodstuffs, manufactured 
soods, machines, etc. Due to the presence of many American citizens paid at 
U.S.A. salary rates by the Lago Oil and Transport Company, the highest 
standard of living is in Aruba. 


TRADE OF CURACAO TRADE OF THE OTHER FIVE ISLANDS* 


Imports Exports Imports I-xports 
F1.’000 F1.’000 F1.’000 F1.’000 
1938 it. oe 71,019 4,406 
1999 ~Cti« , 51,660 17,129 
1940 27,460 14,33! 20,417* 3,740f 
1941 26,768 5,993 15,403 3,380 
1942 43,303 3,511 24,291 2,031 


* Aruba, Bonaire, St. Eustatius, Saba, St. Marten. 
+ Aruba, Bonaire and St. Eustatius only. 


In all these figures the import of raw oil and the export of refined oil are 
not included. Apart from oil, the chief exports from Curacao, Aruba and 
Bonaire are phosphorus calcium, aloes, dividivi, salt and skins. 

During the last three years the order of the chief countries exporting to 


the Netherlands West Indies changed as follows : 
IMPORTS INTO CURACAO FROM COUNTRIES NAMED 


1940 1941 1942 
Fl.’000 F'1.’000 F1.’000 
U.S.A. ~—- .. 33,776 U.S.A. a «« wme07 USA. i -. 46,758 
England ios ; 3,657. England .. “s 2,692 England ea a 6,920 
Sta. Domingo i 1,005 Sta. Domingo ae 1,340 Venezuela... its 2,770 
Venezuela .. re 784 Argentine .. aa 1,269 Argentine... vee 2,642 
Argentine 589 ~=Venezuela ea 1,023. Sta. Domingo y 1,343 
(Oil figures are not included) 
Communications 


By W. GAUW 
(Harbourmaster, Curacao) 


Since the establishment of the Netherlands and American oil refineries at 
Curacao and Aruba, sea traffic has been on a large scale, based on the import 
of building materials for these refineries, the import of crude oil from the 
oilfields of Venezuela and the export of the refined products to all parts of 
the world. Besides the busy movements of tankers at both Curacao and 
Aruba, cargo to and from Venezuela was transhipped at Curacao. Vessels 
of almost every European shipping line called to bunker speedily and cheaply 
and among them were some which sailed to Australia via the Panama Canal. 

The use of small sailing craft, which before the war led a meagre existence 
and seemed doomed to extinction, has revived under the pressure of circum- 
stances. They are probably passing through their final period of great pros- 
perity. At present, such craft are engaged in maintaining the inter-island 
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traffic and in supplying fresh vegetables and fruit from the mainland and other 


islands. 
SHIPPING STATISTICS 


CURACAO ARUBA CURACAO ARUBA 
Gross reg. Gross reg. Gross reg. Gross reg 
tons tons tons tons 
‘000s *000S *000S *0008 
1913 me id 1,000 os 219037 .«. - 22,000 16,000 
1918 oe os 250 —_ 1939 .. +. 27,000 22,000 
1924 we a 4,000 120 1940 .. .. 20,000 16,500 
1930... + 19,000 9,500 S68 ss .» 24,500 19,000 
1932 oe a 17,000 8,500 1942 .. ai 17,000 11,500 
1935 iia 18, 000 12,000 


Next to ) Rignine g, aviation has been considerably promoted in the West 
Indies, following upon the establishment of the refineries. After a few small- 
scale attempts, the enterprising K.L.M. (Royal Netherlands Airlines) es- 
tablished in 1935 a West Indies branch in Curacao, which now controls an 
aerial net extending from Miami to Surinam. The busy inter-island traffic 
was made possible by the construction of flying fields in Curagao, Aruba 
Bonaire and St. Marten, which now form an important link in the defence 
system of the Caribbean. Many foreign connections were also made, among 
others with Maracaibo, La Guaira and Coro, Venezuela; Port of Spain, 
Trinidad ; Ciudad Trujillo, Sta. Domingo; Port au Prince, Haiti, Camaguay 
and Havana, Cuba; Miami, U.S.A.; Kingston, Jamaica; and Barranquilla, 
Colombia. 

The advantageous position of the islands between Panama and Trinidad 
and North and South America, in addition to the good landing fields and 
favourable bunkering facilities of 100-octane aviation spirit direct from the 
refinery, make Curacao a natural centre for aviation. The Pan-American 
Airways were the first foreign airlines to realize these advantages and to request 
and obtain landing concessions. Others will undoubtedly follow their example. 
Plans for a K.L.M. connection between the Netherlands, Surinam and Curagao, 
were ready to be carried out at the outbreak of war. 





Surinam CMewhestanilhe Guiana 


General Introduction 
By F. E. BRUYNING 
(Member of the Extraordinary Advisory Council to the Netherlands Governmeni 
in London and formerly an Administrator of Finance for Surinam) 


URINAM was founded as a colony in 1650 by Lord Willoughby, then 
S Governor of Barbados. Seventeen years later, at the Peace of Breda 

it was exchanged for what is now New York, and with the exception of 
a few interruptions it has remained since then under the government of the 
Netherlands. From the beginning, the economic future of Surinam has been 
based upon agriculture. The soils of the coastal area in the north run to 
a depth averaging from thirty to eighty miles inland and along the river 
banks in the lower reaches are heavy clays of good fertility suitable for the 
cultivation of tropical products. A fair number of estates or plantations were 
laid out in this area and practically the whole of the permanent settlements 
are restricted to this coastal region. Being below the level of the tides, however, 
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the land had to be protected from the floodwater of the rivers and undrained 
swamps. The building up of about seven hundred plantations in the heavy 
clay by man-power was an immense task in a sparsely populated country. 
African negro slaves supplied the labour on the estates, and on the abolition 
of slavery in 1863 the land lost about 30,000 workers. 

The prosperity of the eighteenth century, based on exports of sugar, coffee, 
cotton and other commodities at profitable prices, began to suffer from this 
labour shortage, while growing competition and Surinam’s geographical 
position also helped to bring about a change for the worse. In 1871 it was 
decided to obtain labour from India but it was too late, and in spite of continual 
endeavours, generously supported by the Mother Country, welfare based on 
proper economic conditions has never been restored. That is not to say 
that it has been a complete failure ; there have been achievements, but the 
advance on the long road to economic restoration has been slow. The country’s 
ereatest problem is that of population. On a surface of 46,000 square miles 
it has no more than 180,000 inhabitants. Plans were in progress for coloniza- 
tion by small farmers or peasants from Java when war broke out. 

Since agriculture must remain the principal source of maintenance, great 
attention is given by the Government to mixed farming as well as improvement 
in methods, such as irrigation schemes for rice growing. For the development 
of the interior, reliance will probably have to be placed upon mining and 
forest products. The mining of bauxite has been built up to an important 
permanent industry which has greatly increased with the war, from some 
400,000 long tons in 1938 to more than 1,000,000 long tons in 1942. At present 
this industry is the main source of revenue, representing in 1942 nearly 90 per 
cent. of the total value of all exports. 

A new constitution based on liberal and democratic principles was granted 
by the Mother Country and put into force in 1865, but at that time out of 
a population of about 40,000, nearly 32,000 were only recently released from 
slavery and not in a condition to benefit from the change. They had to be 
taught and gradually raised to their new citizenship. In 1876, primary 
education was made compulsory for all children between the ages of seven 
and fourteen years, the Dutch language was taught in all schools and education 
largely modelled on that of the Netherlands. It was a very expensive under- 
taking but with the financial assistance of the Mother Country it was pushed 
steadily on with excellent results. While paying tribute to all that has been 

done it must be pointed out that economic, health, educational and social 

progress should go hand in hand. Unfortunate ‘ly, a lag in economic progress 
led to a deterioration in the financial position ; the budget could no longer 
be balanced and an appeal had to be made to the Mother Country for financial 
assistance. A yearly system of subsidies once begun was difficult to abandon. 
It was an easy system but in the opinion of many had a bad influence on the 
people’s sense of financial responsibility. 

At the outbreak of war, on a yearly expenditure amounting roughly to 
Fl. 7 million, not less than FI. 3.2 million had to be covered by subsidy, and 
of that Fl. 7 million less than 20 per cent. was used for improved welfare. 
In May, 1940, it was realized that it was Surinam’s duty to make every effort 
to reduce this amount to a minimum in order to lighten the financial burden 
on the Mother Country. Although nearly half the year had elapsed, strong 
measures were taken by the local Government in close collaboration with the 
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legislative council. By 1942, not only was Surinam able to do without the 
annual subsidy but made a goodwill contribution to the Netherlands Govern- 
ment in London in recognition of the increased amount this Government had 
spent on the country’s defences. Although the Mother Country had previously 
borne the entire burden of the cost of defence, from 1941 Surinam started 
building up its home forces at its own cost and also to cover all expenses of 
its auxiliary war services. These improvements were effected mainly by the 
revision and increase of taxation. The greater output of bauxite has improved 
the situation. It has indeed increased beyond the limits of safety, since it is 
to a certain extent a war industry which may well decline with the cessation 
of hostilities. If in the meantime Surinam has not succeeded in building up 
some financial reserves, the difficulties of balancing its budget will therefore 
again arise. 

As the subsidy was also an instrument for settlement of the country’s 
import surplus, it became necessary to reduce imports in 1940 and the following 
years. They were in fact cut by 25 per cent. Fortunately, the proceeds of 
the bauxite exports were booked in U.S.A. dollars, the currency most needed 
to cover import expenses. Furthermore, it was necessary at the outbreak of 
war to institute exchange control. A special committee was formed in 
cooperation with the Central Bank of Surinam and a currency fund established. 
The situation may be considered satisfactory. An embargo was placed on 
the exportation of gold, and rates of exchange were fixed by decree in 
accordance with the advice of the committee. These rates have remained 
unchanged, with selling rates of Fl. 7.68 for sterling and FI. 1.915 for U.S.A. 
dollars. The Government has also brought imports under its control. No 
merchandise may enter the country unless a licence has been obtained and 
exchange made available. So far as the internal monetary position is concerned, 
the circulation of banknotes issued by the Central Bank has increased from 
Fl. 1.5 million in May, 1940, to about FI. 1.9 million in 1943. It has, however, 
been possible to cover this circulation by gold bullion and coin to the extent 
of over 40 per cent., whereas before 1940 it was covered by only just over 
30 per cent. 

To sum up, it can be said that during wartime the economic position has 
been kept on a satisfactory level, but conditions fluctuate and very careful 
management will be needed to de al with post-war problems. An immense task 


hes ahead. 
External Trade 
By A. L. VAN EXEL 
(Director of Department of Social and Economic A ffairs) 

OWARDS the beginning of the seventeenth century traders from the 
" Betherianas sailed all over the world looking for resources of profitable 

crops, such as tobacco and sugar, for the European market. Stimulated 
by the successes of other companies they were especially interested in the 
countries near the Equator, but in Surinam their high expectations were never 
realized. Labour shortage and other difficulties prevented production of 
sufficient quantities to be of much importance to the world-market and the 
result was an unfavourable trade balance. Its location has always been a 
very definite handicap, lying far from the world-trade centres and off the main 
trade routes. This may well | be one of the reasons that the exploitation of the 
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vast tropical rain forest has scarcely begun, although it possesses a great 
variety of important timber, among which are some famous for their resistant 
qualities to moisture, toredo and other insects. 

Since 1922 mineral exports have had great influence on Surinam’s trade 
balance ; between the years 1938 and 1941 the export value of bauxite alone 
increased from 57 per cent. to 89 per cent. of the total export value. Inland 
industry of consumption articles is low and it therefore depended largely on 
imports from abroad, such as manufactured products, canned foods, oil and 
petrol. 

The occupation of the Netherlands by Germany in May, 1940, affected 
our trade to the extent of 36 per cent. of the imports and 26 per cent. of the 
exports, and the war in the Pacific again affected 10 per cent. of the imports 
from the Far East. Almost all available outward bound shipping space is 
reserved for the transport of vital products, such as bauxite and balata, with 
the result that Surinam cannot always easily dispose of her stocks of coffee 
and sugar and the import of the same articles is rationed in the United States 
of America. 


Agricultural Products 
By Dr. D. S. FERNANDES 
(Director of the Department of Agrinomic A ffairs) 


Although the mining industry has shown remarkable progress during the 
last decade or so, agriculture remains the most important means of subsistence 
Nearly 60 per cent. of the population depend directly on it for their livelihood 
Owing to the sparse population only a small part of the country is cultivated— 
100,000 acres of the alluvial coastal region. 

The traditional division is estates and small holdings, the former is produc- 
ing almost exclusively for export trade, whereas the small farmers depend 
chiefly on their own labour and their products are primarily destined for local 
consumption. The estates are gradually losing their importance in the economic 
structure of the country and the bulk of the agricultural population is settled 
on the small holdings. The labourers employed on the estates are estimated 
at 5,000, against nearly 70,000 small farmers. 

Coffee and sugar are the products of the estates. Both are in economic 
difficulties and cannot survive without Government aid. The small farmers 
produce large varieties of food products, such as rice, maize, beans, vegetables 
and coconuts. Rice is the only product that is normally available for export 
in relatively considerable quantities. 

Mining 
By Mining Engineer H. SCHOLS 
(Depariment of Social and Economic A ffatrs) 


The only ores produced in Surinam at present are bauxite and gold 
Indications of other minerals—rather extensive deposits of low-grade lateritic 
iron ore—have not yet been fully investigated. A recent oil test was not 
successful. Production of bauxite began in 1922 and the ore is of two types : 
the high-grade white or chemical ore, with less than 2 per cent. of iron oxide, 
and the regular ore, with a higher percentage of impurities, which forms the 
bulk of the production. The known deposits are mostly held by the 
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Surinaamsche Bauxiet Maatschappij, subsidiary of the Aluminium Company 
of America, which operates two mines : the oldet one at Moengo on the Cottica 
river, and a newer one at Parinam on the Surinam river. Plants, shipping 
installations and settlements are near the river, the pits some miles inland. 
rhe settlements are very modern and have been made practically malaria free 

Moengo has a capacity of roo tons an hour, Paranam of 150 tons. In 
1937 Surinam produced more than 10 per cent. of the world’s bauxite. In 
1939 and 1940 production was increased to near the full capacity of Moengo. 
Paranam came into production in 1941. At present they produce between 
them about 1,500,000 tons a year. Since 1942, the Billiton Maatschappij, a 
Netherlands concern, has been operating at Onveracht near Paranam. The 
plant exports, but is not working at full capacity owing to shortage of materials. 

After the discovery of gold in 1862, widely scattered but mostly unscientific 
prospecting led to the discovery of several gold-bearing areas. Production 
reached its peak in 1908 with about 39,000 ounces, but thereafter gradually 
declined to 13,000 ounces in 1940. 


Communications 
By IR. S. SELIWANOWSKY 
(Director of the Department of Public Works and Communications) 

Until recent years, road development in Surinam was very poor, chiefly 
on account of the excellent waterways. It was gradually realized that lack 
of proper road communication retarded the growth of the country, and from 
1928 construction was seriously undertaken. The entire system comprises 
280 miles of roadway, approximately half of which are metalled roads for light 
motor traffic. The railroad from Paramaribo to Dam, about 108 miles, was 
completed in tg12. It was originally intended to build the railroad to the 
Lawa river. Dam, however, became the terminus from which point the last 
current of the Sara Creek is strong enough to permit the journey to several 
gold placers being continued by boat. 

Prior to the outbreak of war, a regular steamer service was maintained 
every three weeks between Paramaribo and the Mother Country, Curacao, the 
United States and several intervening West Indian ports. The Commewijne 
and Cottica rivers are navigable for ocean vessels loading bauxite ore at 
Moengo. A coastal service is maintained every fortnight between Paramaribo 
and the coastal districts of Coronie, Nickerie and Albina and the neighbouring 
colonies of Cayenne and British Guiana (Demerara) by the steamers of the 
Gemengd Bedrijf Vaartuigendienst Suriname, N.V. Passenger boats of the 
N.V. Gemengd Bedrijf Vaartuigendienst Suriname ply the Lower Surinam and 
Commewijne rivers in an easterly direction, the Surinam river in a southerly 
direction and the Saramacca river in a westerly direction. Small farmers, 
bush negroes and aboriginal Indians make use of corjalen—canoes made of 
hollowed-out-tree trunks—as a means of transport for passengers and — 

The colony possesses an excellent airport, with two runways each 5,000 feet 
long for landplanes at Zandery, thirty miles from Paramaribo, and a seabase 
for seaplanes at Paramaribo. The following services are maintained : daily 
to Rio de Janeiro, and Miami by planes of the Pan American Airways, and 
twice a week to Curacao by planes of the Koninklijke Luchtvaart 
Maatschappij. 
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CHAMBER OF COMMERCE AND INDUSTRY 


BREEDESTRAAT 13 (P) 
P.O. BOX / 10. 


CURACAO, N.W.L. 


We gladly assist interested parties in getting information about the 
Commerce and Industry of Curacao. 
On request we will send descriptive booklets of the island of Curacao. 





‘Hire Purchase Sinance £ Service 


For MACHINERY, PLANT, MOTOR VEHICLES, etc. 









The highly specialised services of Mercantile Credit Co. Ltd. are supple- 
mental to those of the Banks and financially supported by the Banks in 
generous measure. Bankers may unhesitating!y recommend Mercantile 
Pl. ae © Credit services to their clients for those occasions when hire purchase is 
4 required and may properly and conveniently be uscd for the purpose of 
ol telephone their business by those engaged in the war effort and essential services 


MERCANTILE CREDIT CO. LTD. 


EAST INDIA HOUSE, 208a REGENT STREET, veinsle-egliet wil 
Telegraphic Address. Subsidise, Wesdo. London Teles € Regent OF! 


Main Branches at CARDIFF, COVENTRY, GLASGOW. LFEDS MANCHESTER. 








TO BANK MANAGERS 


COINS AND MEDALS often represent 


unsuspected assets 
To safeguard the interests of your customers consult the leading 
authority to ascertain true values 


SPINIC & SON. UPD. 


EST. 1772 
ledallists tc 5, 6 and 7 King Street, Tel.: WH Itehall 5275 
WM. The Kins St. James’s, LONDON, S.W.1 hM_- 
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INSURANCE COMPANY LIMITED 


= FOR ALL 


Fidelity Guarantee, Burglar kn ; 
Liability, Personal Accident, Third Part oom 
Votors, Lifts, Botler Property Owner 
niemnit I i Profits ue fo Fire 
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31 & 32 KING ST., CHEAPSIDE, O,% 
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Tel ne: Kelvin, 5569 (3 lines). | 
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N. V. Koninklijke Nederlandsche Maatschappij 


Tot Exploitatie van Petroleumbronnen in Nederlandsch-Indie 





THE ROYAL DUTCH AND ALL ITS DUTCH SUBSIDIARIES 


including the 


N. V. DE BATAAFSCHE PETROLEUM MAATSCHAPPIJ 





transferred their domiciles from The Hague to 
Willemstad, Curacao, in May 1940 on the invasion 
of Holland by the Germans. 


The transfer of domicile was made by virtue of the 
law promulgated in Holland on April 26th, 1940, 


the relevant clauses of which read as follows :-— 


ARTICLE 1.— 


By making a corresponding amendment in the 
Memorandum of Association the place of domicile 
of a limited company domiciled in the Netherlands, 
Netherlands-Indies, Surinam or Curacao may be 
transferred to another part of the territory of the 
Kingdom of the Netherlands. 





The management of the company is authorised to 
amend the Memorandum of Association accordingly: 
the consent or co-operation of the general meeting 
of shareholders or another body of the company is 
not required for this purpose. If one or more managing 
directors —respectively two or more managing 
directors jointly—are entrusted with the management 
of the company, each of these managing directors — 
respectively the managing directors jointly —are 
authorised to amend the Memorandum of Association. 





The Articles of Association of the Royal 
Dutch and the B.P.M. have been altered 
according to the provisions of the law. 
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